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FRIDAY, FEBRUARY 19, 1954 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washi gton, dD, te 

The committee met, pursuant to notice, at 10 a. m. in Room 324, 
Senate Office Building, Senator George D. Aiken (chairman) presiding 

Present: Senators Aiken presiding 5 Young, Thye, Hickenlooper, 
Mundt, Williams, Schoeppel, Welker, Hoey, Anderson, and Clements. 

Also present: Senator Barrett of Wyoming, Senator Dworshak of 
Idaho, and Congressman O. C. Fisher, 21st District of Texas 

The CHAIRMAN. The committee will come to order. We have met 
this morning to consider S. 2911, a bill to prov ide for the di velopment 
of a sound and profitable domestic wool Mmaustry under our national 
policy of expanding world trade, to encourage increased d 
production of wool for our national security, and for other purposes 
This bill will be included in the report of these hearings 

The document referred to is as follows 


omestu 





3. 2911, 83d ¢ 2d se 

A BILL pr le r the developme 

national { y ol € l rid € L r 
national security, and ther purpose 

b enacted the Ser ¢ I hepre f ‘ 

17 ‘ I Cong I i i n W 
Act of 1954 

Sec. 2. It is hereby recog ed that oo! 1S an ¢ entia i rate - 
modity which is not produced in quantities and grad t 1 State 
meet the domestic needs and that the 1 rea dome I iction Of Wo 
impaired by the depre Tee of wide itio of wo , 
world markets. It is her aecia 1 rT ( i i i 
of national security and i Le ( he g a ( i 
the annual domestic pre l f approxima ( | p 
of shorn wool, grease fasi it price o be odu | 
manner which will have the least adverse effects upon foreig ud I 
declared to be the poli of Congress to a i e of a i i 
domestic production of approxi! atel twelve mill | is of 1 na great 
basis 

Sec. 3. The Secretary of Agriculture shall, through t Commodity ¢ 
Corporation, support the prices of wool and mohair, respectively, to the producer 
thereof by means of loans, purchases, payments, or other operations Phe sup- 
port price for shorn wool shall be at such incentive level as the Secretary, after 
taking into consideration prices paid and other cost condit s affectir shee} 
producti n, determines to be necessar\ In order to encourage an an al prod 
consistent with the declared policy of this Aet. The support prices for | ed \ | 
and for mohair shall be established at such levels relationship to the s 
price for shorn wool, as the Secretary leterm nes Will MAaAMtain ! rmai marketing 
practices and the desired levels of production lhe Secretary shall, to the extent 
practicable, announce the support price levels for wool and mohair sufficiently 
advance of each marketing year as will permit producers to plan their product 


for such marketing vear 
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Sec. 4. If payments are utilized as a means of price suppor he payme 
shall be such as the Secretary of Agricultur detern es to be sufficient yvnen 
added to the national average price rece 3 producers, to give producers a 
national average return for the commod equal to the support price level ther 
lor Provided, T t ital of all sue Davi : ide under Act shall no 
ita ti exces 1 1 yu qual t 70 p - of at n ited tals 
is of the same date, of the gross receipts from specifie dut ther or not such 

ecine d s are parts of compound rates) collected « und r January 1, 1953 
‘ irticles ject to dut inder schedule 11 of t Tariff A f 1930, a 
i ded The pay! s ull be made upon we und i nar ed | 
prod rs thereof, but vO r mohair placed under loan pursuant to a pric 

ppor un operatio ll not be the subject of payments unless such wool or 
mohair was placed und an subsequent to April 30, 1954, and redeemed by the 

oY I The payments shall be at such rates for the marketing vear or periods 
termines will give producers the support price level as 
here ts to any producer need not be made if the Secretary 
deter t of the payment to the producer or all producers is 
too s of making such payments The Seeret: mav make 
the payment to producers through the marketing agency to or ) whom 
the producer marketed his wool or mohair: Provided, That suel eting agency 
agrees to receiv nd promptly distribute the payments on be f of such pro 
ducers. In case any person who is entitled to any such payment dies, becomes 
incompetent, or disappears before receiving such payment, or is succeeded by 
ano r who renders or completes the required performance, the payment shall, 
without regard to any other provisions of law, b ade as the Secretary n 
determine to be fair and reasonable it the eirt s ees and provided by 
reimbursing the Commodity Credit Corpora 
in connes oO with payments oO producer! u 
ed to be apr iated for each fiscal vear begin: g 
f 1e 30, 1956, an amount ecual to th total of expend- 
res made by the Corporation during the preceding fiscal vear and to any 
4 pended ji prior fiscal ars me previously 1 bursed: Provided 
he Tha I I » a i I Lp] pria a 1 { i eal 
ha t exceed 70 pe tum of the gross 1 vis fre pecific du hether 
Or prt I qauties are | I ) Do iY ( colleete Lu! t he 
perio Januar l o Dece he | oO | preceding he heer ne of 
eA f il vear on alla ( ibie o duty unde scbedu ll of the 
Tar 1930, a rmended Fo he 1 ORE f the apnra ler ‘ 
Act f Mar 8 1038 amend 5 > T3ia—l é mmo¢r { readit 
Corporatior ill esta sh o 100 ‘ uC I uble in a amount 
é ya umount expended by Co Cre ( poratir pursuant to 
this Act which has not been reimbursed from appropriations made hereunder 

SE ¢ ( } xcept as otherwise pro\ ided in this Act the amounts terms and 
conditions of the price support operations and th xtent to which such operations 
are carried out shall bs the Secretary of Agriculture 
The Seer ary May ll and rates of pavment make 
adjustments in such pri rade, quality, tvpe, location 
and other factors to the extent he deems practicable and desirable Determina- 
tions by the Secretary under this Act shall be final and conclusive The facts 
co { t] basis for anv operation, payment, or amount thereof when 
officially determined in conformity with applicable regulations prescribed by the 
secre shall be final and conelusive and shall not be reviewable by any other 
oO or ) yy tt (,over ' 

Src. 7 he term narketir ear’ as used in t \ means the tweive-montl 
period beginning April 1 of each ecale ir vear or, for either wool or mohair, such 
other period, or periods for prescribed areas, as the Secretary may determine to 


be desirable to effectuate th purpos of this Act 





si “ Che Secrervtary of \oricult re is authorized to enter into agreements 
wi Y ( ipprove rgreements enter i into betwee narketing cooperative 
trad USS ’ ns, Or ner neaged 1 the handling ef wool, mohair, sheep or 
roa wr the prod e eres fry } yy of de elopi g and eondu i? ma 
National, State, or regional basis adver g and sales promotion programs fot 
wool, mohair, sheep or goats or the product ereof Pro ion may be made in 
su ver" ent to obtain the funds necessar to defra the expenses incurred 
there ler through prorata deductions from the payments made under section 4 
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by the agreement and for the assignment and transfer of the amounts so deducted 
to the person or agency designated in the agreement to receive such amounts for 
expenditure in accordance with the terms and conditions of the agreement No 
agreement containing such a provision for defraying expenses through deductions 
shall become effective until the Secretary determines that at least two-thirds of 
the producers who, during a representative period determined by the Secretary, 
have been engaged, within the production area he determines will be benefited 
by the agreement, in the production for market of the commodity specified 
therein approve or favor such agreement or that producers who, during such repre- 
sentative period have produced at least two-thirds of the volume of such com- 
modity produced within the area which will be benefited by s 
approve or favor such agreement \pproval or disapproval by ¢ 
ciations shall be considered as approval or disapproval by the p1 
members of, stockholders in, or under contract with such cooperative association 
of producers. The Secretary may conduct a referendum among producers to 
ascertain their approval or favor. The requirements of approval or favor shall 
be held to be complied with if two-thirds of the total number of producers, or 
two-thirds of the total volume of production, as the case may be, represented ir 
such referendum, indicate their approval or favor 

Sec. 9. Section 201 of the Agricultural Act of 1949 (7 U.S. C., see. 1446) is 
amended (i) by deleting from the first sentence thereof the phrase ‘‘wool (including 
mohair),”’ and (ii) by deleting subsection (a) thereof relat 
wool and mohair 





Ic 
f 


The CHAIRMAN. We have received a report on the bill from the 
Department of Sapna I will read the first two paragraphs and 
insert the rest of the letter in the record, as it contains a lot of data and 
material rather lengthy to read here. 

The first paragi raph of the letter reads as follows: 


The views of the Department of Agriculture have been requested on S. 2911, 
a bill to provide for the development of a sound and profitable domestic wool 


industry under our nati’ .al policy of expanding wool trade to encourage increased 
domestic production of wool for our national security, and for other purposes t 


the outset the Department wishes to make clear that the provisions of this bill 
would authorize a program which is somewhat different from that contemplated in 
the preceding agricultural message of January 11, 1954. These provisions have 
been reviewed with the President and I am authorized to state that the progran 
reflected in this bill is acceptable to him 


The rest of the letter which is signed by Ross Rizley, Acting Secre- 
tary, will be made part of the record 
(The matter referred to is as follows 
DEPARTMENT OF AGRI rURE 
Washington 25. D. C., February 18, 19 


Hon. Georce D. AIKEN, 
Chairman, Committee on Agriculture and Forestry 


United Stat Ne 
DEAR SENATOR AIKEN: The views of the Departn ent of Agriculture have beer 
requested on 8. 291] a bill to provide for the development of a sound and profit- 


able domestic wool industry under our national policy of expanding world trade 
to encourage increased domestic production of wool for our national security, at i 
for other purposes. 





At the outset, the Department wishes to make clear that the prov f s 
bill would authorize a program which is somewhat different fron ol 
plated in the President’s agriculture message of January 11, 1954 hese pre 


visions have been reviewed with the President and I am authorized to state that 
the program reflected in the bill is acceptable to hin 

Wool is an essential and strategic commodity in which our Nation is deficient 
in production. The United States consumes considerably more wool than it 
produces. During the last few years, domestic production has filled less thar 
one-third of the Nation’s demand for wool Our domestic output has declined 
over 40 percent since 1942. Despite our deficit of production, the Government 
acquired 100 million pounds of domestically produced wool under the 1952 wool 
price-support program. Again in 1953, activity, while not as extensive as under 
the 1952 program, has been considerable. Through December, more than 31 
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million pounds of wool had been pledged as security for price-support loans. 
Domestic production of wool has slumped to about one-half of what is was a 
decade ago In 1953, the domestic production (both shorn and pulled) is an 
estimated 294 million pounds, greasy shorn basis Of this total, shorn production 
was 229 million pounds. It will probably be some less for 1954. Imports of 
apparel-type wool in 1953 are estimated at between 350 and 400 million pounds, 
domestic grease basis. Including carpet or low-grade wools which come in 
duty free, the imports in 1953 were about three times domestic production. This 
has been the relationship for the past 3 or 4 vears. The domestic industry con- 
tinues umprofitable. Sheep numbers declined again in 1953. 

The Agricultural Act of 1949 provides that ‘‘the price of wool (including mohair) 
shall be supported through loans, purchases, or other operations at such level 
not in excess of 90 per centum nor less than 60 per centum of the parity price 
therefor, as the Secretary determines necessary in order to encourage an annual 
production of approximately three hundred sixty million pounds of shorn wool.” 
This goal has not been reached. Current production is about two-thirds of this 
amount though the price-support level is 90 percent of parity. For several 
years, support of wool was accomplished through direct purchases of wool. 
Since 1952, the support for wool has been through a loan operation. Extensive 
governmental entrance into operations normally carried on by the trade are 
required by both the purchase and loan methods. Support under either method 
has failed to stimulate domestic wool production toward the 360 million pound 
goal declared as national policy by the Congress. Excluding possible losses on 
current inventories, the Commodity Credit Corporation shows a loss of $92 
million on wool price support operations, and one-fourth of the loss is ir carrying 
costs. 

5. 2911 provides for a production goal of 300 million pounds of shorn wool 
and the Secretary is directed through the Commodity Credit Corporation to 
support the price of wool and mohair, respectively, through loans, purchases 
payments, or other operations. The support price for shorn wool is to be at 
such level as the Secretary, after taking into consideration prices paid and other 
cost coaditions affecting the sheep production, determines is necessary to achieve 
the production goal of 300 million pounds. The support price for pulled wool 
and for mohair is to be at such levels in relationship to the support price for 
shorn wool as the Secretary determines will maintain normal marketing practices 
and desired levels of production. 

If payments are utilized as a means of price support, the payments are to be 
such as the Secretary determines to be sufficient, when added to the national 
average price received by producers, to give producers a national average return 
for the commodity equal to the support price level therefor. The total amount 
of payments, however, that may be made shall not at any time exceed an amount 
equal to 70 percent of the accumulated totals as of the same date of the gross 
receipts from specific duties collected on wool and wool products after January 1, 
1953. Though the payments in 1 year might exceed 70 percent of the tariff 
collections on wool during such year, it is anticipated that on an accumuiated 
basis, such collections will be adequate for the omg of the necessary payments 
under the proposed act. Thus, the payments are limited to an amount equal to 
a portion of the collections from the tariff whic h was established to protect the 
domestic industry. The payments are limited to the cumulative rather than 
yearly totals of collections to provide for the years when imports may be relatively 
low due to general economic conditions. Wool production is a long-time enterprise 
and wool growers must be given assurance of the continuance of the price assistance 
in order for the incentive to be effective in encouraging an increased production. 
The time that it will take to reach the goal of 300 million pounds of domestic 
production cannot be forecast with any degree of accuracy, but it should be made 
clear that any increase in excess of 3 percent per year would be exceptional and 
is not contemplated. If this is borne out by experience, achievement of the goal 
cannot be reached in less than 10 years 

For the purposes of reimbursing the Commodity Credit Corporation for pay- 
ments made, the bill authorizes an annual appropriation of an amount equal to the 
total of expenditures made by the Corporation during the preceding fiscal year 
and to any amounts expended in prior fiscal years not previously reimbursed, 
provided that the total amount which is authorized to be appropriated shall not 
exceed 70 percent of the gross receipts from specific duties on wool and wool 
products for the preceding calendar year. The Commodity Credit Corporation 
will establish an account receivable equal to the expenditures under the payment 
program and will credit such account with the appropriations received in reim- 
bursement thereof. If the Corporation utilizes loans or purchases as a method 
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of price support, the bill would leave reimbursement for any losses sustained to 
the usual method of annual appraisal of the Corporation's assets and appropria- 
tions for the restoration of capital impairment pursuant to the act of March 8, 
1938. To make clear that the account receivable is to be limited to payment 
operations there should be inserted in section 5, page 5, line 10, after the words 
“Commodity Credit Corporation’’ the phrase “in connection with payments.” 

The bill would authorize the Secretary to enter into agreements with marketing 
cooperatives, trade associations, and others engaged in the handling of wool 
and mohair for the purpose of developing sales promotion programs with the 
wool and mohair industry, the costs of such operations to be deducted from 
the payments made to producers Before such an agreement could become ef- 
fective, it would have to be approved by two-thirds of the producers affected 
thereby. 

Under the payment program the domestic wool would move freely into con- 





sumption at the market price If the price were below the support level, pro- 
ducers’ income would be bolstered by a direct payment The new method would 
provide the basis for a more flexible wool price support operation and would 
take the Government out of the wool business. It would eliminate the need 
for Government appraisal of wool for grade and shrinkag It would eliminate 
Government storage and ownership of wool that might better g to domes 

consumption. Of the $92 million loss sustained on wool operations, approxi- 
mately $26 million was for storage, transportation, grading, and other cart g 





charges. Therefore, it is urged that the legislation be passed at an early date so 


that the direct payment method of support may be used beginning with the 
marketing year for the year beginning April 1, 1954 
Provision of the bill relating to payments is line with the President’s message 
to Congress on January 11, 1954. 3S. 2911 has the approval of this Department 
The Bureau of the Budget advises that there is no objection to the submissior 
of this report and that enactment of legislation along the lines of 8. 2911 Lid 


in accord with the program of the President 
Sincerely vours, 


The CHarrMan. The National Association of Wool Manufacturers 
will file a statement, which I understand will support the legislation. 
We have received telegrams from the Washington Wool Growers 
Association, the California W ol Growers Association, Colorado Wool 
Growers Association, the Oregon Wool Growers Association, and the 
Montana Wool Growers Association supporting S. 2911. Their 
telegrams will be placed in the record without objection. 

(The telegrams referred to are as follow:) 

YAKIMA, Wasu., Fel 
Senator GEORGE AIX<EN, 
Chairman, Senate Agriculture Committee, 
Senate Office Building, Washington, D. C.: 
Wish to advise you that the Washington Wool Growers Association has ap- 


proved the position of the National Wool C,yrowers Associatio in endorsing 
8. 2911. 


Senator GEORGE AIKEN, 
Chairman, Senate Agriculture Committee, Senate Off ] 

Our thanks to vou for introducing 8. 2911, the administration’s incent 
payment wool bill. Our association representing wool growers of the thir 
largest wool-producing State again respectfully wishes to reemphasize that we 
are taking the position of the National Wool Growers Association in endorsing 
this measure 

(CALIFORNIA Woo! (;ROWBER ASSOCIATION, 
FRANK Norteca, President 

Don Ricuarpson, Vice President. 

W. P. Wina, Secretary 


13964-—54 « 
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DENVER, CoLo., February 17, 1954 
Senator GEORGE AIKEN 
Senate Office Buildina: 

Position of Colorado sheep industry regards S. 2911 will be represented by 
Jones of National Wool Growers We feel it vital this measure be enacted with 
least’ possible delay Recently released USCA statistics show Colorado sheep 
population reduction of 8.74 percent during 1943. Trend will continue unless 
Congress acts. 

BretTr GRAY, 
Sec retary, Colo ado Wool Growe rs 





PENDLETON, OREG., February 18, 1954. 
Senator GEORGE AIKEN, 
Chairman, Senate Agriculture Committee, 
Senate Office Building, Washington, D. C. 
Want to assure you of our support of 8. 2911 based on any modifications 
mutually worked out with our National secretary, J. M. Jones 
Victor W. JOHNSON, 
Secretary, Ore gon Wool Growers Association, In 


HELENA, Monrv., February 18, 1954 
Hon. GEORGE AIKEN, 
Chairman, Senate Agriculture Committee, 
United States Senate 
The officers and members of our association endorse the position of the National 
Wool Growers Association relative to S. 2911 We urge favorable consideration 
and early enactment of this legislation 
Everett E. SHUEY, 
Secretary-treasurer, Montana Wool Growers Association 


The Cuarrman. I have also received a telegram from the Idaho 
Wool Growers Association opposing the bill and asking that their 
telegram be read. It will be made a part of the record anyway, but 
in accordance with their request I will read the telegram: 


COMMITTEE ON AGRICULTURE AND FORESTRY, 
Senate Office Building: 

Idaho Wool Growers Association respectfully request the following statement 
of its position to Senate bill 2911 to be read in the hearings before the Committee 
on Agriculture and Forestry and inserted in the record: (1) This bill is in direct 
conflict with the publicly announced general policy for agriculture as stated many 
times bv both the President of the I nited States and the Seere tarv of Agri ulture 
(2) It is a definite step toward a socialized agriculture. (3) It would establish a 
precedent whereby other segments of agriculture could seek the same action and 


could result in economic chaos 1) The right approach to a sound domestic wool 
industry is through an adequate reasonable tariff. This bill would materially 
weaken the chances of obtaining such a tariff 5) It makes necessary an appro- 
priation each year by Congress This fact would make the bill a vear by vear 
stopgap measure 6) It puts altogether too much power over an important and 


vital industry in the hands of a Secretary of Agriculture 


IpaHO Woot GROWERS ASSOCIATION, 
JoHn W Nou, President, Kimberly, Idaho. 


STATEMENT OF THE HONORABLE ROSS RIZLEY, ASSISTANT 
SECRETARY OF AGRICULTURE 


The CuHarrMan. Do you have a statement, Mr. Rizley? 

Mr. Rizitey. I have a statement I would like to present with the 
assistance of my associates. 

The CHaAtrRMAN. Proceed with your statement. 
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Mr. Rizney. Mr. Chairman and members of the committee, this 
Is m\ first appearance before your group on behalf of the Department 
of Agriculture. It is a pleasure to be here and on behalf of Secretary 
Benson and myself I want you to know that we Pi ge 9 the con 
sideration vou are giving to this complex = lem of the domestic 
7Oon magantey. Having served in the Congress and as a member of 
the Agric ulture Committee of the other lade. I feel that | have some 
appre ciation of the work of your committee over the years in assisting 
agriculture and the problems confronted in mi acti vour determina- 
tions for legislation. 

The Secretary has personally directed a continuing study of the 
position of the domestic woolgrowing industry President Eisenhower 
has given this question his personal attention. His recommendations 
for promoting the development of a sound and prosperous domestic 
wool industry in the interest of our national security and welfare 
were transmitted to the Congress in his special message on agriculture. 
Copies of the special report Achieving a Sound Domestic Wool 
Industry, which the Secretary has submitted to the President, have 
been provided your committee. The report shows the factors respon- 
sible for the decline in our domestic wool produce tion and background 
information for the steps that should be taken to correct the situation 

When I came to the Department as Assistant Secretary, the work on 
developing a program which would achieve the objectives of the Sec- 
retary and the President was well underway. It has been my privi- 
lege to participate in the final stages of preparation of the Depart- 
ment’s recommendations to you gentlemen and I assure you that 
this has been done on the basis of considerable study and with the 
advice and counsel of all segments of the woolgrowing industry 

At the outset, | wish to make clear that the provisions of this bill 
would authorize a program which differs in a few respects from that 
contemplated in the President’s Agriculture Message of January 11, 
1954. ‘These provisions have been reviewed with the President and 
[ am authorized to state that the program reflected in the bill is 
acceptable to him. 

Importance of wool: The Congress and the President have declared 
the domestic wool industry essential to our national security and 
welfare. Wool not only is important in our everyday living, it is a 
strategic item in our national defense. We are producing less than 
one-third of our peacetime requirements. 

Our present level of production is equivalent to only about one-half 
the rate of consumption for military use alone during World War II. 
The foreign wool upon which we must rely to supplement our domestic 
production requires shipping over sealanes from 5 to 8 thousand 
miles. Dependence upon imports over such extended supply lines in 
time of national emergency with the hazard of submarines to ocean 
shipping is not wise nor sound planning. 

The situation we experienced following the outbreak of hostilities 
in Korea indicates the importance of having a reasonably high level of 
domestic production to rely upon. Even though we had been at a 
high rate of pre paredness for several years, it was necessary for us to 
enter the world market for large emergency orders of wool and com- 
pete with other countries for the available supplies 

Decline in wool production: For the past 20 vears, domestic wool- 
growers have faced one uncertainty after another i in the market out- 
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look for their product. Today the tariff provides protection equiva- 
lent to only approximately 20 percent of the price received by pro- 
ducers compared with 77 percent in 1930. 

The tariff was reduced in 1948 under the Trade Agreements Act. 
The protection afforded by the tariff has been further reduced by the 
rise in the general level of prices and costs. 

Woolgrowers have been facing increasing labor, equipment and 
supply costs with our higher standard of living. They are caught in 
the squeeze between rising costs on the one hand and relatively less 
protection from foreign supplies on the other. Wool production has 
become less attractive as an enterprise during a period when national 
income has been rising to record levels. 

The number of sheep shorn in the United States has declined from 
48 million head producing 379 million pounds of wool in 1943 to 28 
million head producing 229 million pounds in 1953. 

In the late 1930’s our domestic production furnished approxime itely 
three-fourths of our total apparel wool requirements. Today it 
furnishes less than one-third. Sheep numbers declined this past year. 
Kwe lamb numbers _ dropped sharply. Yet our range and feed 
resources best utilized by sheep will maintain a higher level of pro- 
duction. 

Senator ANpEeRsON. | don’t want to interrupt except to ask: Have 
you any charts which show the drop in wool for apparel requirements? 
Is that in your statement? 

Mr. Riztey. There are some tables attached to this statement and 
also a complete picture of the trends in our sheep industry is given in 
the report Achieving a Sound 
which have been provided the committee 

Senator ANDERSON. Thank you. I didn’t mean to interrupt vou. 

Mr. Rizney. The Agricultural Act of 1949 provides that 
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the price of wool (including mohair) shall be st pported through loans, purchases, 
or other operations at such level, not in excess of 90 percent nor less than 60 per- 
cent of the parity price therefor, as the Secretary determines necessary in order to 
encourage an annual production of approximately 360,000,000 pounds of shorn 
wool. 


This goal has not been reached. Current production is about two- 
thirds of this amount although the price support level has been at 90 
percent of parity. 

For several years, support of wool was accomplished through direct 
purchases of wool. Since the be inning of 1952, the support has bee ‘en 
through loans. In both methods, Government participation in 
operations normally carried on by the trade is required. Support 
under either method has failed to stimulate domestic wool production 
toward the 360 million pound goal declared as national policy by the 
Congress. Excluding possible losses on the 100 million pounds ac- 
quired under the 1952 loan program and that which may be acquired 
under the 1953 program, the Commodity Credit Corporation shows a 
loss of $92 million on past wool price-support operations, ced heen dine 
fourth of the loss has been in carrving costs 

Obviously the present type of price support is not effective in pro- 
moting the development of a sound and prosperous domestic wool 
industry. An increase in the tariff as a permanent solution to the 
problem would be contrary to our aims for an expanding foreign trade. 

\lso, the higher prices in the domestic market resulting from an in- 
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crease in the tariff would adversely affect the competitive position 
of wool with other fibers and raise prices to consumers. Furthermore 
witht the far eastern situation as it is and the continued frie ndship 
and support of Australia, New Zealand and other such countries in 
portant to us, we must reach a solution to the problem without the 
possibility of damaging our relations with that area of the world 

We may as well recognize that our country has reached a point in 
international affairs and our domestic economy where the best solution 
is to apply the protective tariff on wool in a double-action manner 
that is, provide the necessary additional financial assistance to wool- 
growers to compensate for the inadequacy of the tariff by payments 
limited to a portion of the duties collected on woo i unports. In this 
way the industry will in effect be self-supporting. The net cost to 
the Government will be small in relation to the advantages from th: 
standpoint of our national welfare and foreign policy 

Special legislation needed: Special legislation is required for such a 
program. We have special le gisl: ation for sugar. Wool and sugar ar 
the two major agricultural commodities in which the United States is 
deficient in production. Both face heavy import competition with 
serious international complications. Legislation and programs for the 
commodities which are produced in surplus in this country just do 
not fit such situations as we are confronted with in the case of wool 
and sugar. 

The program.—Under the legislation proposed in 5. 2911: 

The price of shorn wool would be supported at a price as deter- 
mined by the Secretary, after taking into consideration prices paid 
and other cost factors in sheep production, necessary to encourage an 
annual production of 300 million pounds of shorn wool, grease basis 
The price would be supported by direct payments to growers, although 
authority for loans, purchases, or other operations would be retained 

2. In any event, payments to growers would be limited to 70 percent 
of the specific duties collected on wool and wool manufactures cumula- 
tive over the years beginning with January 1, 1953 

3. Commodity Credit Corporation funds would be used to make 
the payments but at the end of each fiscal year an amount not exceed- 
ing the expenditures incurred by the Corporation up to 70 percent of 
the specific duties collected during the ¢ ‘alendar year = wool and wool 
manufactures would be ¢ appropri ited to re ‘imburse the Corporation ey 
the payments made. In the event the 70 percent of the specific duties 
collected in any 1 calendar year are not sufficient to cover the pay- 
ments made in the fiscal vear, the difference would be made up from 
collections in subsequent vears. 

4. Authority is provided for the organization and financing with 
industry funds of programs by the industrv for the improvement and 
promotion of its products and thereby ultimately lessen the need fo1 
special price assistance. 


Use of payments for price assistance.—Under this program, the 
necessary price assistance would be provided the industry and at th 
same time eliminate the objectionable features of the present method 
of price support. 

l. The domestic clip would move freely into cons ImMption in con 
petition with other natural and synthetic fibers. Manufacturers 
could count upon domestic production as a regular source of Dp] ly 


Thev would not be faced with the problem of seekine other sources 
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and adjusting their operations to handling different wools from time to 
time as they new are when the bulk of the wool clip in anv vear may 
be sold to CCC 

2. Appraisal for grade and shrinkage would not be required for the 
payments 

}. Growers would be encouraged to improve the quality and the 
marketing of their wool. The payments would be made on a basis 
that would serve as an incentive to improve the quality of their wool 
and obtain the best possible market price 

t. The program would be self-financing. The tariff established to 
protect the domestic industry would be continued. Payments to 
rrowers and reimbursements to CCC for the payments would be 
limited to an amount equivalent to a portion ol the duties and thereby 
the tariff would be used to maintain the economic position of the in- 
dustry as originally designed 
5. The usual relationship between domestic and world prices of 
wool and wool products would be maintained. The competitive 
position between domestic and imported wools and between wools 
and other fibers would not be affected. 

Payments to growers.—The Secretary would announce the average 
incentive price for wool sufficiently in advance of the marketing yea 
to enable woolgrowers to plan on a definite price when they shape up 
their herds in the fall for the next season’s production. The bill grants 
administrative latitude in the employment of methods of making 
payments, thus improvements can be made as experience under the 
program indicates desirable. 

It is pre sently contemplated that at the end of the marketing yeal 
the Secretary would announce the United States average price received 
by growers for wool sold during the year. If the average price received 
for the year turns out to be below the previously announced average 
incentive price, the Secretary would announce the percentage increase 
required to bring the farm price up to the incentive level. For 
example, if the incentive level was 60 cents and United States average 
farm price for the year turns out to be 50 cents, the percentage pay- 
ment to bring the national average received by growers up to 60 cents 
would be 20 percent. The amount of the payment would be computed 
by multiplying the total net amount received by the producer for the 
wool he sold during the marketing year by the announced percentage 
Under the legislation, payments could be made for periods shorte! 
than a year if deemed desirable. 

The producer would sell his wool through normal trade channels 
and obtain from the buyer an account sale to file with his local office 
The county office is in position to check the average price and not 
ls as shown on the account sale to determine whether the quan- 
tity of wool and the price received are in line for the area and the 
particular producer and certify the account sale to avoid duplication 


procee 


in payments. Under the legislation, payments may be made eithe1 
at the co inty level, through a central office, or the m rketing agency, 
whichever is the most practical. The Secretary could authorize 


assignment of the payments under appropriate conditions. 
Payments on a percentage basis would encourage wool growers to 
rove the quality of their wool and its preparation for market in 


o obtain the best possible price. It will result in each producer's 
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total returns reflecting market differential in 
ernment appraisal for grade and shrinkage will not be requis 
data on the account sale would provide the Department of Agri- 
culture a more accurate basis for reporting monthly a 
received by producers. 


orade and quaity Urov- 


verage prices 


Incentive Price for Wool l nad I the legislation, the incentive price 
for wool is to be established by the Secretary at a level neces 


t 
y al 


sary O 
encourage an annual production of 300 million pounds of shorn wool, 
grease basis, taking into consideration prices paid and other cost 
conditions affecting sheep production. 

Senator Young. Would you mind an interruption by way of clari- 
fication? Doesn't the act its¢ if mention 360 million pounds instead 
of 300? 

The CHAIRMAN Yes, but we haven’t remotely upproached proauc- 
ing 360 million pounds. That goal was inserted as a result of an 
amendment proposed by Senator Mahoney 2 or 3 years ago 


Mr. Rizuey. Some time ago, and I might say, Senator, that our 
studies, and the study also made by the President and the Bureau of 
the Budget indicated that the 300 million pounds was a more realisti 
figure than 360 million pounds 

The CHarrMAN. The President of the United States thought 300 
million was a more realistic figure too, didn’t he? 

Mr. Riztey. He certainly did. 

Senator ANDERSON. Have you any idea what the upper limit would 
be? Would it be 100 percent of parity or 200 percent of parity? 
What does it take to get 300 million pounds? 

Mr. Rizutey. 1 can’t answer that and I don’t believe any other 
human being can answer that 

Senator ANDERSON. That is the reason 360 million pounds were 
meaningless; 90 percent of parity wouldn't produce 360 million 
pounds. I wonder if 200 percent of parity would? 

The CHarrMAN. Rather than take the lid off from Pandora’s box, 
perhaps we better let Mr. Rizley finish his statement because no 
one knows when he might cet back to it if he does not 

Senator Youna. | thought there may have been a mistake 

Mr. Rizutry. That is all right. I understand perfectly well. 

The CHAIRMAN. Questions for clarification as we go along might be 
permissible. So you go ahead and finish your statement 

Mr. Riziey. It appears that an incentive price somewhat above 
the present support price may be necessary to promote the develop- 


ment of a sound and profitable domestic wool industry The fact 
that our sheep industry has been on the decline and continues to 
decline indicates that the present support price is not adequate. As 


a result acreages formerly used for sheep production have been diverted 
to other enterprises more attractive and already in peak production 
The desired level of production, however, is not something that can 
be immediately achieved. By the very nature of the industry, only 
a small percentage increase in production each vear can reasonably 
be anticipated. 

There are opportunities for improving the economic status of wool- 
growers through research and other action programs to aid the in- 
dustry increase its efficiency and improve its products and thereby 
lessen the need for a high-incentive price. Disease control, improve- 
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ment of production and marketing practices, conservation programs 
to increase the carrying capacity of grazing lands, administration of 
the public lands for greater stability of production, increased effi- 
ciency in processing, and distribution and better adaptation of the 
industry’s products to consumer preference, all can contribute toward 
achieving our objective. However, such actions require time, and 
special price assistance is needed until they can be accomplished. 

In determining the incentive price to encourage an annual produc- 
tion of 300 million pounds of shorn wool as provided in S. 2911, the 
Secretary would wish to have the benefit of the advice and counsel 
of producer representatives. The Department would have no objec- 
tion to such a provision being included in the bill. The meentive 
price level to be established will, of course, require study. However, 
it should be recognized that wool provides only a part of the sheep 
producer’s total income. Sale of lambs is a more important source. 
Also, the attractiveness of wool production is affected by competing 
farm enterprises, particularly cattle. 

Wool payments and tariff duties: Under the proposed legislation, 
the amount of payments to producers over the years would be limited 
to not exceeding 70 percent of the specific duties collected on imports 
of wool and wool manufactures under schedule 11 of the Tariff Act 
of 1930, as amended, after January 1, 1953. Thus, a limit is pro- 
vided on the amount of payments that can be made to growers. 
This limit is related to the duties collected under the tariff which is 
designed to protect the domestic wool industry. 

The ad valorem duties collected on wool manufactures are not 
included in figuring the amount of payments that may be made as 
those duties are figured to provide protection for other than the raw 
wool equivalent of the items. By limiting the payments to not 
exceeding 70 percent of the duties collected, the amounts available 
for section 32 programs under existing legislation would not be 
affected. 

Duties collected beginning with the calendar year 1953 would be 
included in figuring the cumulative total of the amount of payments 
that may be made over the years in order to provide a backlog for 
any temporary period when, due to general economic conditions, 
duties on imports may not be sufficient to cover the required payments. 

The payments would be made by the Commodity Credit Corpora- 
tion from its general funds. The Corporation would be reimbursed 
at the end of each fiscal year by an amount equal to its total expendi- 
tures in connection with the payments including administrative 
expenses, but not exceeding 70 percent of the specific duties collected 
during the preceding calendar year. In the event the 70 percent of 
the duties collected in any year does not cover the Corporation’s 
expenditures, an account receivable record would be kept of the 
deficiency and the amount would be made up from duties collected 
in subsequent Vears. 

Thus, the legislation provides for limiting the payments to a portion 
of the tariff duties collected on wool over the years and at the same 
time financing the payments by appropriating amounts to cover the 
payments but not exceeding a portion of the tariff duties. This does 
not tie up funds in advance but it does provide the industry a con- 
tinuing program of price assistance. Wool production is a long-time 
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enterprise and to encourage the desired increase woolrrowers should 
have every reasonable assurance as to the future of wool prices with 
dependence upon legislative action or administrative decision each 
year reduced to a minimum. 

Authority for other methods of price assistance: Authority is con- 
tinued for providing price assistance through loans, purchases, and 
other operations in addition to the direct payment method. It is 
not now contemplated that price assistance through methods other 
than payments will be utilized except for the orderly transition from 
the present loan program to the payment method 

Pulled wool and mohair: Under Senate bill 2911, pulled wool and 
mohair prices would be supported at levels so that normal production 
and marketing practices would not be disturbed. It is not intended 
to be an incentive program for mohair or pulled wool. We feel that 
adequate provision is made in section 3 for the support of mohair 
without specifying a goal for mohair production and the last sentence 
of section 2 should be deleted. This would give the same legislative 
treatment for mohair as is given for pulled wool which has no stated 
production goal. 

The bill does not define the term “produce! to whom payments 
are to be made. As under the Agricultural Act of 1949, this is left 
for the determination of the Secretary in the exercise of his adminis- 
trative discretion. It is proposed to use the same definition of a 
producer as under the present support program. In the case of pulled 
wool, however, it would be possible if dee ‘med more practical to make 
the payments on the basis of the animals sold for slaughter instead of 
to the puller as the producer. Experience in the operation of the 
program will determine which is the most practical 

Probable amount of payments: The amount of the payments to 
growers would, of course, depend upon the incentive prices established 
and the course of wool prices in the open market over the years ahead 
On 300 million pounds of wool a percentage payment averaging 5 cents 
per pound for the United States for examp le. would total $15 million, 


and for an average of 10 cents, $30 million annually. ‘These amounts 
would be within the limitation of 70 percent of the specific duties 
collected on imports of wool and wool manufactures. This 70 percent 


ranged from 40 to 55 million dollars during the last several vears, 

Administrative cost of program: There would be a savings in costs 
both for woolgrowers and the Government compared to the present 
loan program. 

Elimination of the need for examining and testing each lot of wool 
for grade and shrinkage as required under the present wool price 
support program would save woolgrowers the appraisal charge that is 
now deducted from loan proceeds. Also, with the wool moving into 
consumption, there will be a saving in storage charges. The record- 
keeping and other services of wool handlers would be less These 
reductions in marketing costs should raise the net price received by 
producers in relation to the prices paid for wool by manufacturers. 

Beginning of wool payment method: The payment plan would 
not affect wool acquired by Commodity Credit Corporation under 
the 1952 and 1953 loan and purchase programs. ‘These holdings 
would continue to be held for disposal in an orderly manner. 


43964—54 
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The proposed legislation provides that any wool pl aced under loan 
pursuant to a price support loan operation after April 30, 1954, and 
redeemed by the borrower, would be eligible for the payment method. 
Thus, it is contemplated that producers who place their wool under 
the 1954 loan program could repay the loan, sell their wool in normal 
market channels, and participate in any wool payments. 

The Department recommends enactment of legislation along the 
lines of S. 2911. 

By early enactment of such legislation, the direct payment program 
could be placed in operation for the 1954 wool clip. Payments 
could be made on wool marketed during the year beginning April 
even though the details of the program may not be completed until 
some time later. 

I have attempted to cover only the broader aspects of the proposed 
legislation. The Department would always seek the advice and 
counsel of the industry in developing the actual program operations. 
I have with me some of our Department people who have been working 
with the wool problem, and we shall be glad to answer any questions 
that the committee may have 

Again I wish to express my appreciation for the opportunity of 
appearing before you, 

The CuarrmMan. Thank you, Mr. Rizley. Without objection, the 
two tables accompanying Mr. Rizley’s statement will be included 
in the record. 

(The documents referred to are as follows:) 


Selected data relating to domestic production, imports, and consun plion, sheep and 
Woo 
Wool prod ‘ Wool price, cents 
Stock shee} Wool im Mill eee 70 percent 
Y farms ports {¢ nsump of specific 
Janu l consum} es . duties on 
mw) haa aa tion 2 Received | «. ; : 
“| Shorn | Pulled tal - by ed 
roducers level 
Mil M Mil Mil Mil Mil 
pounds 4 | pounds * | pounds4 | pounds‘ | pounds 4 dollars 
1938 51.063 [0 103 463 455 4909 19.1 18.0 7 
1939 51, 348 62 103 165 133 666 22.3 18.0 17 
44 52, 1¢ 2 vy 471 269 705 28. 4 31 
1941 53. 920 {RN 105 493 761 1, 169 35.5 81 
1042 5. 213 ISS 107 405 1, 039 1, 274 40.1 73 
1 150 ’ 4 41s, 90 1, 371 41.¢ 41.7 91 
44 A), 782 338 18 454 784 1,311 12.3 42.4 77 
194 46, 520 308 l 421 150 1, 339 41.9 41.9 96 
1 O4¢ 42, 436 281 YS 379 1,075 1, 385 412.3 42.3 108 
1947 37, S18 2 ) 42 589 1,195 42.0 42.3 59 
1948 4, 827 232 7 30 Hid 1,103 49.2 42.3 47 
1949 1, 654 21 57 270 352 770 49.4 42.3 32 
19H 29, 82¢ 2 2 218 Os 993 62.1 45, 2 2 
1951 30, 62. 226} 41 207 618 SON 07.0 50.7 54 
1952 2, OSS 2 54 287 4 788 53. 3 54.2 55 
19 31, 861 229 62 291 375 S00 53.1 40 
1954 30, 902 
Cx erted to domestic greasy shorn equivalent on basis of 1 pound pulled wool equal to 1.6 pounds 
grea rn wo 
Apparel wool converted to domestic greasy shorn equivalent on basis scoured yield equal to 44 percent 
of grea horn wool 
’ Estimated specific duties collected on all items under schedule 11 of Tariff Act of 1930, as amended 


4 Grease basis 
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Million Million Miul Mill 


pounds pou 


1938 


1939 ISS 
1910 2 
1941 21.8 } 
1942 20.7 , 4 
1943 1). 2 ( 

1944 20. 4 Ss. 4 

1945 22 0 

1946 19.3 

1947 18.2 

1948 l¢ < SS 
1949 13.0 

1950 q 


1952 


1 
1951 12.9 2.9 04 N. ( 3. 4 
1953 7 11 


Actual weight 
? Includes alpaca 
Included with wool 
4 Not i tilal ‘ 

§ Estimated on basis of loan rate of $0.20 per pour r adult and $ 
with adult mohair comprising 87 percent of total 

6 No support program 

7 Preli 

8 Be 


nary 
nning July 1953, combined with alpaca 





The CuarrMan. We will now subject Mr. Rizley and his associates 
here to any questioning that the committee members may desire 
Senator Young, have you any questions? 

Senator Youna. Yes. I will make mine quite short. How would 
a tariff on wool be regulated? The same as it is now? 

Mr. Riztey. As I understand there will be no change. 

Senator Youna. Under the Sugar Act as I recall—I am not too 
familiar with it—imports are pretty well regulated, are they not, and 
the price also? 

Mr. Rizuiey. I think that is correct. 

The CuHarrman. Will you give your name and position to the 
reporter? 


STATEMENT OF FRANCIS W. ImMASCHE, DEPUTY DIRECTOR, LIVE- 
STOCK AND DAIRY DIVISION, COMMODITY STABILIZATION 
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. ImMascue. Frank ImMasche. I am with the Commodity 
Stabilization Service of the Department of Agriculture. Under the 
Sugar Act there is provision for quotas on importations. Under this 
plan for wool there would be no change in the tariff nor any change in 
the flow of imports into the country. Foreign and domestic wool 
would continue to compete the same as it is in a free market 

Senator Youna. If you build up production, which you are bound 
to do if we gain the purpose of the act, if we come to the 300 million 
pounds, is there anything to protect the farmer then, once he gets his 
production built up, to assure the farmer that he will continue to 
receive these payments or he will not be left out on a limb to go 
broke again. 
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Mr. IvMascue. I think the intention would be to maintain produc- 
tion at that level. 

Senator Younc. Under the Sugar Act you can do that much more 
easily, because the amount of sugarbeets that any producer can pro- 
duce is limited. He is under a contract with the refinery. You could 
not control that nearly as easily under this program 

[ will hurry on to one more question. Why are you requiring that 
the fund be paid out of the Credit Corporation and the CCC be reim- 
bursed under the Sugar Act of the United States Treasury t 

Mir. IMMascue. One reason for using Commodity Credit Corpora- 
tion funds to make the payments is that the amount of payments 
required will not be known until after the year is over. The amount 
will depend on what happens to the market, so the Commodity Credit 
Corporation financing provides a revolving fund, so to speak 

Senator Youne. Under the Sugar Act there is some uncertainty too 
but the money is paid out of the Treasury. If it would be possible to 
do so for this program I should like to do it. I dislike to see programs 
being financed out of the CCC when it is not necessary. This self- 
financing program could be handled the same as the Sugar Act 

Mr. ImMMascue. The payments could be financed by allocating an 
amount each year equivalent to 70 percent of the duties and 
that amount in a s¢ parate fund and then the program wou dd 
self-sufficing 
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be truly 





Senator Youna. I may ask some questions later. I know there are 
others wanting to ask questions now 
Senator Hory. I believe the amount realized on imports on wool 


over the past few years has ranged from 45 to 50 million dollars a yea 

Mr. Rizury. I believe so. 

Senator Horny. This bill contemplates taking up to 70 percent of 
that amount to meet these payments? 

Mr. Riztey. That is right. 

Senator Horny. If it reaches 70 percent and it is still not enough 
then it goes over to supplement import duties for future years? 

Mr. Ristey. That is right. 

Senator Horny. In the meantime the farmer would be paid by the 
Commodity Credit Corporation and the Commodity Credit Corpora- 
tion would be reimbursed when the imports arose sufficiently to take 
care of it? 

Mr. Riziey. That is right. From the studies made we doubt seri- 
ously—I think it is questionable whether we would ever have to call on 
the Commodity Credit Corporation to be reimbursed other than as 
provided from tariff duties unless of course the tariff should be taken 
off. 

Senator Hory. If they should reach a production of 300 million 
pounds, about what amount would be required to meet these payments 
each year? 

Mr. Rrztey. I do not think I could answer that accurately. 

Mr. ImMascue. The illustration in our testimony gives some idea. 
At 5 cents a pound it would be $15 million, at 10 cents, $30 million, 
and there again we should mention that the increase to 300,000 pounds 
can come only gradually. 

The very nature of sheep production is such that you cannot increase 
production sharply like you can wheat or cotton. Furthermore our 
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population will be increasing over these years too so we could use mor 
wool then. 


Senator Hory. Is there anything definite about how much a farmer 


would receive as payment for his wool, if this plan is put into effect? 
Mr. Rizutey. I cannot answer that 
Senator Horny. You cannot tell what sort of prices would be 
realized? 
Mr. Rizutey. That is right. There is still a lot of study being made 
along that line with many tactors to take into consideration 
Senator Hory. What is the current price of wool right now? 
Mr. ImMascue. The farm price is just about the support price 


which is in the neighborhood of 52 cents 
Senator Horny. What does the Department think as to how much 
production increase will be necessary in order to get the supply? 
5 


Mr. Riztny. That probably cannot vet be determined, but | 
know we discussed that somewhat at length with the Secretary the 
other day, knowing that that qui stion would undoubtedlv be asked 
over here, and at the present time I don’t think anybody can give an 
accurate answer to that question. Do vou? 

Mr. IMMascur. No 

Senator Hory. Would it be 60 cents or 65 cents, or what did the 
Department have in mind? 

Mr RIZLEY. if we were cuessing at it today we would eruess not to 
exceed probably 60 cents or 62 cents. 

Senator Horny. That is all, Mr. Chairman 

The CuatrMan. The Chair wishes to note at this time that we have 
with us this morning Senator Barrett, a Senator from the great sheep- 
producing State of Wyoming. We are glad to have you sit in with us, 
Senator Barrett. 

Senator Thye? 

Senator TuHyr. Mr. Chairman, along the line of thought expressed 
by Senator Hoey as to what the price might be from year to year | 
think it would somewhat depe nd upon W hat the overall program would 
be. There are a lot of good breeding ewes that come off the range 
every year that could go into our domestic grazing area, where we have 
the clover and alfalfa. We can put them in there for a couple of vears 
and put them back on the market 

So this question is tied directly to the entire farm program. If 
dairying is distressed you can bring sheep-breeding up in a hurry. 
There lies your danger. We must develop a program under which 
the producer will know that there will not be a cutoff next vear by a 
decision on the part of the Department that funds will not be made 
available. If that is the case then you are not going to get any cer- 
tainty of administrative function that will assure us that we are not 
going up one year and down the next year. 

Mr. Rizuey. I agree with you, Senator. 

Senator Tuyr. No producer of sheep can go into it without some 
certainty that next year and the vear following he is going to have a 
program that would permit him to have about so many thousand head 
or so many hundred if it is the eastern area. 

Mr. Riztry. That is exactly right, and, of course, I assume that 
when Congress decided that an annual production of 360 million 
pounds was strategic, they must have had also in mind that some 
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method would be provided so that we could take care of the intention 
of the Congress. 

Senator Tuyr. Do you think under the proposed plan that a possible 
$30 million might be the expenditure necessary to have a steady 
upward growth, rather than a decrease as we have witnessed in these 
more recent years? 

Mr. Rizutey. That is right; and, of course, Senator, I think the 
studies show that to reach the 300 million pounds would probably 
take from 10 to 15 years. 

Senator Ture. You mean to get a 300-million-pound annual 
domestic clip? 

Mr. Rizury. Yes, sir. 

Senator THyr. It would take 10 years to accomplish that? 

Mr. ImMascue. It could easily, sir. 

Senator THyr. You mean take 10 years to reach that production? 

Mr. ImMascue. That depends on a lot of factors. 

Senator Tuyr. It depends on what you gentlemen do with two 
other programs in the course of this spring, but I think you are esti- 
mating too long a time to reach that. I definitely feel that you must 
be more conservative as to the length of time. 

Mr. ImMascue. Well, we are presently producing around 230 
million pounds, and if you try to increase too fast we would be dipping 
into current slaughter supplies too much and disturb the normal 
production and marketing patterns. There are limits as to the rate 
of expansion. You could go up faster or you could go up slower. 

Senator Tuyr. That is the point that J am concerned with. | 
think you are a little conservative. 1 think you are going to find 
under this type of program that your increase is going to come more 
rapidly than 10 years. 

Thank you. Those are the only questions that I will ask at this 
time. 

The CHarRMAN. In the event that the reduced acreage for wheat, 
corn, cotton, is continued in the years just ahead, do you think it 
possible that with attractive incentive support for wool, that some of 
that acreage might be diverted to sheep growing? 

Mr. Riziwy. I think that could certainly well come about. Of 
course what happens to the cattle industry would also have some 
bearing upon the situation. 

The CuHarrMAN. I am not sure that it has any immediate bearing 
on the subject we are discussing here but in the New York Times this 
morning I noticed an interesting news item. The heading is “French 
buying wool, executive reports. French merchants confident of the 
future of wool and are buying the fiber as a hedge against inflation, 
it was reported yesterday by William Heller, president of William 
Heller, Inc., Jersey fabric manufacturer.’”’ And then the item goes 
on from there. 

But if that can be taken as an indication it would seem that the 
wool in the long run is not threatened with an overproduction. 

Senator Anderson? 

Senator ANDERSON. The purpose of this legislation—it is to get up 
to 300 million pounds on a shorn basis. Farm prices of wool in 1947 
averaged 42 cents and in 1953 averaged from 53 to 55 cents. Your 
chart here shows production went down from 251 million pounds to 
229 million pounds while the price was going up 25 percent. 
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Mr. Rizuiey. That is correct. 

Senator ANDERSON. About how far do you think the price would 
have to go to get 300 million pounds? Do you think it would be less 
than 75 cents a pound or a dollar a pound? I know that is a bad 
question but that is the very essence of this whole thing 

Mr. IMMascue. As Mr. Rizley has already suggested, that is 
going to require a lot of studying. 

Senator ANDERSON. Not too much, is it? When the price was 42 
cents the wool people produced 251 million pounds, When the price 
got to 55 cents, they produced 229 million pounds. How high will 
you have to put the price to get to 500 million pounds just roughly ? 

Mr. Rizuiry. I do not think I can answer that question, Senator, 
and I doubt if anybody can answer it accurately. Of course I think 
cattle prices had something to do with that situation during that time. 

Senator ANpERSON. Not many of the sheepmen in our area switched 
to cattle. They bought cattle ranches, too, if they could, but not 
too many of them. Many of us wonder if there should not be an 
upper limit, and what the upper limit on this price should be. 1 know 
many felt it Was wrong to say that the price should be limited to 90 
percent when we put a 90-percent limit on it, but it is a little hard to 
explain to the dairymen up in Senator Thye’s State that dairy products 
cannot stay at 90 percent, but that the wool industry if it is in trouble 
must be supported at 150 percent or 200 percent. 

I will not argue with the Senator from Idaho. It may need to be 
600 percent. I think it is terribly hard to get to 300 million pounds. 
Where you have fenced ranges it is not so difficult 

Mr. Rizuey. I realize there is much logic in what you are saying, 
Senator. Of course if Congress said we ought to produce 360 million 
pounds for our national security, that should be our goal and we should 
strive to attain it. 

Senator ANDERSON. We think it is a desirable goal. We still 
think it is desirable but if it is very expensive to produce and there is 
this relationship that you point out between lamb prices, if the 
lamb price goes very far down because of the increase i supplies of 
pork and beef, then you have to just skyrocket this wool price if you 
are going to try to get production to 300 million pounds. I was 
wondering it you would agree that there must be an upper limit. 

Mr. IMMascue. There is a limit under S. 2911 to the accumulations 
uader the tariff. 

Senator ANpEeRSON. I think you misstated yourself a moment ago 
1 think the Senator asked you if $40 million represented all the tariff 
It is only 70 percent of the wool tariff receipts. 

Mr. Rizutey. That is right. The tariff collections provide a limit 
on payments. 

Senater ANDERSON. If there is $45 million to apply to a production 
of 225 million pounds, that is 20 cents a pound. Has the Department 
given any thought to what might happen to the wool market if wool 
supplies were thrown on the market to be sold without regard to 
support prices at the best price the producer might get? 

Mr. ImMascue. Yes, we have, sir. The domestic supply is only 
a small percentage of the world production so you always have the 
world market plus the tariff. 

Senator ANDERSON. And you think the wool market in America 
is not influenced by our support limit? 
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Mr. ImMascue. I do not see where our production could be a very 
big factor, not for more than a few cents a pound, 

Senator ANDERSON. You do not think that the world market is 
somewhat fixed by our domestic price-support level there so that if 
they are sufficiently under our level they get a good price for the 
Australian and New Zealand wool? 

Mr. ImMascue. I would feel in the long run supply, demand, and 
consumer income would determine wool prices. 

Senator ANpeRsSON. To what level would you have to drop wool 
prices to cut off this new competition from orlon, dacron, nylon, and 
the other synthetics? 

Mr. ImMascue. Under this legislation the price of wool would be 
a competitive price, in the free market, and that would not be 
disturbed. 

Senator AnpErsoN. Under its present relationship haven’t these 
synthetics taken over a good share of the market? 

Mr. ImMMascue., They have been on the increase. I would not 
say they have taken over a big share of it. Ofcourse we do not know 
what may hs appen, but this would provide for prices continuing on a 
eompetitive basis, maintaining their present re ‘lationship. 

Senator ANDERSON. I would be very happy to try to get help for 
the wool industry and I have many letters on record that I would 
like to see it done. I do recognize that where you say it must be 
supported at a level which would produce 300 million pounds you 
have not set an upper limit, and the woolgrower has a perfect right 
to come in to the Secretary and say: “Knowing that it is going to 
take a real stimulus to get up to 300 million pounds’—10 years as 
has been pointed out here a minute ago—‘‘knowing that you are going 
to have to put the price high enough, you are going to have to raise it 
to a very high limit.”’ The Secretary is then going to have a hard 
time explaining why he does not get it up there 

If he does not get the 300 million pounds somebody is going to say, 
“Why don’t you put the price high enough to get the 300 million 
pounds?” You can say to the woolgrower, “We will put $40 million 
in the pot every year. That will give you about 20 cents a pound.” 
But that does not give him any guaranty as to where he is going to end 
= 

Senator Turn. If I may interrupt, that is why I was concerned 
about fluctuation in policy. I did not see where the kite was going. 

Senator ANDERSON. I do not either, Senator Thye, frankly. 1] 
recognize how all these other pressures mount. You saw some mate- 
rial put into the Congressional Record yesterday with reference to the 
fact that feed prices had stayed at 90 percent but dairy prices were 
going to be dropped. 

The dairy farmer in the dairy States is immediately in a squeeze 
because one price stays up and one price goes down. 

Senator Horny. Senator Anderson, in connection with that: It not 
only goes up 70 percent, but the Commodity Credit can advance 
against next year’s imports so it does not stop at the = percent. 

Now they use at the 70 percent on payments but if the Commodity 

Credit could not advance against the protected imports for next 
year—I understood him to say it could. 

Mr. IMMascue. There is one provision in the bill that pertains to 
the payments that can be made, there is another one on re ‘im burse- 
ments 
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Senator Horny. I understood a while ago that you could draw against 
Commodity Credit to make payments and draw against imports 
for the succeeding vear. 

Senator ANDERSON. I have previously in another capacity endorsed 
the idea of making use of this 70 percent of tariff receipts to help the 
wool industry. I do think that the wool industry does need help, 
and I did write letters agreeing that this 70 percent should be used 
to help them. I am a little worried by a wide-open commitment 
that might permit a Secretary of Agriculture to say, ‘‘We will fix the 
parity level at the full 20 cents year in and year out, without regard 
to what that might do to wool marketing.” 

[ have a feeling that he would be in much trouble shortly thereafter. 

The Cuarrman. The Chair would suggest that after hearing all 
the recommendations of the witnesses, the final responsibility for 
writing legislation will rest with the committee and experience has 
shown that the committee has usually met such responsibility very 
ably. 

Senator ANDERSON. I was just trying to find if the Departm 
would object to the insertion of the top limit 

The CHarrMAn. We have the general recommendations here but 
we have to be very careful as to details to see that we do not defeat 
our purpose or abort the purpose in one way or another 

Mr. Riztey. Knowing me as well as you do, I am sure that you 
know that any legislation recommended by any Department should 
have the full blessing of the legislative committee, and that the 
Agricultural Department certainly is not trying to tell the S 


or anybody else what the policy should be in connection with this 
Senator ANDERSON. I did not mean to vet into that I was trving 
to find out if there would be any objection to our writing into this a 
QQO- or 95-percent oO! 100-percent top limit 1 do not lke a wide-ope1 
commitment. I think it permits the Secretary sometimes to be pushed 


unnecessarily into high programs and | think that if wool produ 
drops again next year and the year after, very quickly somebody is 
Fong to be able to Sav, “Why didn’t the pecre tary put that price 
support in at 700 percent of parity?” 

You were in Congress at the time when the Secretary of Agriculture 
put a flax price at $6 a bushel—way high. We had to have the produc- 
tion at that time. 

Mr. Rizutey. Of course the Senator knows, representing a g1 
wool State like he does, that it is rather difficult, with wool in the 
position that it is in, and with the deficient amount that is produced 
in the United States, to put it on the same basis as some other agri- 
cultural crop. 

Senator ANDERSON. I agree because the wool auctions have been 
a direct relationship to the parity price that the Commodity Credit 
Corporation has established and that has been true for a rood many 
vears. 

Is there any incentive in this bill that would make a m: 
get a good price for his wool? 

Mr. Riztey. Yes. 

Senator ANDERSON. He gets the difference between the established 
price and what he sells it for. What is the difference whether he sells 
it for 50 cents or 40 cents or 30 cents? 
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Mr. Riziey. The payment to him will be on a percentage basis. 
It is to be worked on a percentage basis rather than on a flat price. 

Senator ANDERSON. You mean 1 farmer comes along and sells 
his wool for 40 cents when the established price, let us say, is 55 cents 
and the next man sells his wool for 45 cents. They get different 
net returns, or do both get the same return finally? 

Mr. ImMascue. This percentage that would be announced by the 
Secretary would apply to all sales through the country. Now the man 
who sells his wool for a high price, say 60 cents a pound on 10,000 
pounds—that is $6,000. 

If the difference between the reported United States average farm 
price and the incentive price required a 20-percent payment he would 
get $1,200—20 percent times $6,000. If that man happened to have 
poor quality wool or he made a poor sale and got 40 cents a pound, 
he would get 20 percent times $4,000 or $800. 

Senator Tuyr. I may have misunderstood that. You mean 20 
percent of the sale returns or 20 percent of the poundage of wool? 

Mr. ImMascue. 20 percent of the net sales returns. 

Senator Turse. In other words, if he has poor quality and he only 
received 40 cents a pound he would get 20 percent of 40 cents a 
pound? 

Mr. ImMascue. That is right. 

Senator Ture. Whereas the other man who received 60 cents a 
pound would receive 20 percent of the 60 cents a pound? 

Mr. IMMascue. That is right. 

The CHaArtrMAN. However, suppose that the difference in price 
received was not due to quality. Suppose that one man had 10,000 
fleeces and was well acquainted with the market and was able to 
sell the same quality wool for 6 cents a pound more than the man who 
had 100 fleeces? 

The man with the larger number, who knew his market and was 
able to get more for it, would really get quite an advantage over the 
small producer who perhaps had to sell to the local buyer for what he 
could get. 

Senator ANpERsOoN. Yes, Mr. Chairman. He not only gets more 
for his wool but he gets more from the Government. He is twice 
blessed. 

The CHatrMan. That is what I was trying to point out. Isn’t he 
getting more from the Government as well? 

Senator Barrerr. Mr. Chairman, will the Senator yield for me? 

The CuHarrMAN. Senator Barrett, I think perhaps you can make a 
contribution here. 

Senator Barretr. I was going to suggest this example to the 
Assistant Secretary of Agriculture, Mr. Rizley. If you take the 
average price you mentioned in your statement at 50 cents and assume 
that the support price would be 60 cents, that would mean 20 percent 
payments. If a grower received 40 cents for his wool he would be 
payments amounting to 8 cents. On the other hand, if he got 60 
cents for his wool, he would get payments amounting to 12 cents. 

Mr. Riztey. That is right. 

Senator Barretr. That means you are encouraging the grower to 
make the best sale he can for his wool and to produce the better 
quality wool, also. 
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Senator Younc. That would mean that every wool producer would 
probably sell bis wool in the terminal market at a higher price. That 
is where the price would be highest. He would not market the wool 
at home. 

Senator Barrett. That is true. He would be selling his wool on 
the open market in competition with evervone else, trying to get the 
best price. He would produce a better grade of wool. 

Senator ANDERSON. It does not make any difference in the grade? 

Senator Barrerr. Yes, it does. If a man has yearling wool or 
lamb wool, he is entitled to a higher price and he is entitled to a higher 
payment too, under this program 

Generally speaking, it is the only fair way that I can see under 
which you can operate. 

Senator Ture. I have one other thought that I must try to get 
straight here. Suppose you have a State wool association that is 
marketing 70 or 80 percent of the wool or the clip in that State. They 
are marketing after they bave pooled the wool. How are you pro- 
posing to go in there and handle the individual on that basis? 

Mr. ImMascue. In those cases this marketing agency will make an 
account sale to the producer, so be will have a document that shows 
the number of pounds and the net number of dollars that he receives, 
and that would be the basis for the payment 

The CHarrMan. If the proposal in the bill to encourage marketing 
agreements proved to be fully effective, however, we would not face 
some of these problems as to one man in an advantageous position 
getting still further advantages, would we? 

Mr. Riztey. That is right. 

The CHarrMAN. Senator Mundt? 

Senator Munpr. I did not get to hear all of the Secretary’s state- 
ment. It seems to me that what he is advocating here is not neces- 
sarily one to generate enthusiasm but it seems to me the least of the 
unhappy alternatives. 

If we did not have any problem that would be fine. If there was 
some other way that the wool production was being taken care of that 
would be fine. I happen to be one who believes that the best solu- 
tion is the one that would bring a tariff situation into being and pro- 
tect us that way. We have not had much luck with it and I am not 
getting any place. It seems to me this is a right step down a wrong 
road. 

There has been a series of wrong roads. We will try this and give 
it a while and do the best we can and if it does not succeed mavbe by 
that time the country will realize that in order to maintain an Ameri- 
can system of living under present world conditions we are going to 
have to do something about the tariff, and about some of the economy 
programs. I believe this is the penalty we have to pay to get what 
we need and we have to pay it because we refuse to face up to the 
tariff situation. 

The CHatrMan. Senator Clements? 

Senator CLEMENTs. Mr. Secretary, as I understand your statement 
and this measure, under no condition would this manner of handling 
the wool cost the Federal Treasury a dollar other than that which 
comes from the 70 percent of the tariff on imported wool 

Mr. Riztey. That is correct 
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Senator CLemENts. There are some other crops that will be affected 
by quotas. If this shows that it is profitable, if it turns out to be 
profitable to a sheep grower, do you think it will take 10 years to 
reach that 300 million figure? 

You are convinced that there is going to be some reduction in 
acreage in wheat, are you not? 

Mr. RizLey. I think so. There should be some reduction in acreage 
in wheat 

Senator CLements. And some reduction in other grain crops? 

Mr. Rizutey. That is right 

Senator CLements. That being true, you do not think it is going to 
take 10 years to have a 30-percent increase 1n the sheep population, 
do you? 

Mr. Riztey. The studies that were made by the Department would 
indicate that it would take from 10 to 15 years. I can well follow 
what you gentlemen said here this morning that in view of some ol 
these other programs 

Senator CLemMENtTs. If it proves profitable for a sheep grower it 
could be easily done in ) years? 

Mr. Riztey. I suspect that would be correct. That would be 
pretty rapid, however, in the sheep business. 

Senator CLemMents. Nearer 5 than 15, though? 

Mr. RIzuey. Well, we could guess, you know. Senatol | just ao 
not know. 

Senator CLeMENTs. I am not a sheep raiser, but I notice you had a 
statement in here that the sale of lambs for meat is more important 
a source than wool 

The CHAIRMAN. One thing about this bill, Senator Clements 


14] si } } } 
although it says the Secretary shal support wool at a price which 


Will encourage a production OL 500 million shorn po inds, it does not 
say how lone he shall take in reaching that goal 

[It does not say that he shall do it in 1 vear or 2 years, and | expect 
that the level fixed would probably determine a leneth of time it 
would take to achieve that production. 

Senator CLEMENTs. I understand that and I also understand that 
there is no limit put on anything in this bill except the 70 percent of 
the revenues from tariffs on wool ; 

Mr. Rizutey. As based on history that would provide a limitation 
on the payments 

Senator CLEMENTS. There is one feature of it that ] like very 
much and that is that you are endeavoring to support it through the 
tarilis on its competition. 

Mr. Rizuey. Yes, si 

The CHAIRMAN. Senator Welker? 

Senator ANDERSON. | just wanted to ask one question 

The CHAIRMAN. Senator Anderson 

Senator ANDERSON. Isn’t it true that you have to start out using 
the maximum 70-percent tariff receipts, and use it for several years 
to come, 40 or 50 million dollars? You certainly would not cet up 
to 300 million pounds in less than 10 years, so you would appropriate 
the full amount for many years. 

Mr. Riztey. That I think is about what the figures show, isn’t it? 

Mr. ImMascue. What vou might do is set a price for a vear and 
then see what happens to sheep numbers . 
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Senator ANDERSON. You just said it is going to take the greatest 
amount of stimulation to get it to 300 — 

I am not quarreling about it. You will just have to set aside the 
full amount each year. 

Mr. ImMascur. There are some reasons other than price why you 
cannot increase sheep numbers rapidly . 


Senator Tryt In what areas were your greatest decreases? Wer 
vour decreases in the sheep population in the Central States or did 
the decrease come in the Ri eky Mountain States? Can anyone 
answer that question? 

Senator Barrerr. I can say, Mr. Chairman, that the decrease 
citamiinnel about 10 vears ago e 1943 and it was more abrupt 
the Mountain States than it w 1 xas. The Congressman from 
Texas here will tell you that Te xas held up pretty vell during thi 
war years. The Central States—Ohio is a big wool producer and 
the crop there was not quire as bad as it was in the Mountain States 

Senator Tyr. The only reason that I bring the » tiscali in is this 


In the Mountain States you would have a greater difficulty to get a 
speedy checkup, but small barnyard flocks in some of the Central 
States could be increased quite rapidly by just taking the sheep 
stock that is shipped off the range. You can only step up so fast 
but you can take the sheep stock off the range and put it in ow 
grazing area and you can get a terrific upswing 

Senator Barrerr. That is true but there is always a limited 
number of sheep that the fellow can run. 

Mr. Rizutny. In the report that the Department made which | 
incorporated in the record you will find included a chart showing where 
the greatest decrease occurred and it is in the West or Rocky Mountain 
States. 

Senator Taye. That was what I thought. That is where your 
decrease came and you are not going to step that up because there is 
also the factor that a lamb will not breed under 2 years old. You not 
only have to get the sheepherder but you also have to let that sheep 
grow a year before you can breed 

Senator Barrett. I would like to point this out: that the sheep 
population of the country dropped as the Secretary said, from 49 
million head in 1943 down to 26 million head plus this year, and on the 
other hand over that 10-year period the cattle numbers in the country 
have grown tremendously. 

On January 1, there were 94,600,000 head of cattle. That is the 
highest cattle population in the history of the aan So far as 
Wyoming is concerned and a good many of the Mountain States, ] 
can tell you that a large number of the livestock operators switched 
from sheep to cattle. I know that personally 

I know that that is the record in our State, and I know it is in the 
Mountain States, and that accounts for the imbalance that we hav: 
in the cattle industry today. We have too many cattle for the popula- 
tion, and the sheep population dropped a million head in the last vear 


So it is going to take some time. We cannot do it in a matter of 2 o1 
3 vears either. It is going to take some time for these peuple to 


change from cattle to sheep They will do it grad ially, and it will 

take, I would say, 7 or 8 to 10 years anywayto get this balance between 

cattle and sheep adjusted to the point where we are back to normal 
The CuHarrMANn. Senator Welker? 








2H WOOL PROGRAM 


senatol Wi LK] \[r. secretary | find that my Wool Growers Asso- 
ciation seems to be the onlv one of the wool-growing States Opp sed 
to this bill. so. theref re. of necessity, I will interrogate you briefly on 
a couple of matters 

You admit in your statement that this b ll is in direct conflict with 
the prior | blicized statements as announced by the Secretary and 
the President heretofore 

Mr. RIzLey I do not think I would go q lite that strong but it is at 
departure somewhat. 

senator WELKER lt is quite a depal e alone the lines as indicated 


by Senator Mundt of South Dakota 

Mr. Riztey. Yes 

Senator WeLtker. How much domestic wool do we have in storage 
today and what is the oldest wool that we have in storage today? 

Mr. ImMascue. We have approximately 92 million pounds of wool 
owned by the CCC from the 1952 program. 

Senator WELKER. Any older than that? 

Mr. IMMascue. Some of this wool is from the 1951 clip 

Senator WELKER. Any older than that? 

Mr. ImMascue. Wool from clips prior to 1951 was not eligible 

Senator Weiker. That was not eligible? 

Mr. ImMascue. That is right. 

Senator WeL_Kker. Do you have any knowledge of any clips in 
storage in America prior to the year 1951? 

Mr. ImMascue. Well, I suppose some ranchers, some wool pro- 
ducers have kept their wool. I do not know what the handlers 
might have. On the other hand, there is a cost of storage and then 
as wool is held, especially after 2 or 3 years, it is less attractive to 
the buyer, so I would not think there would be very much wool held 
for any considerable time 

Senator WeLker. This proposed bill concerns the junior Senator 
from Idaho for a number of reasons as indicated by the telegram read 
from my wool people to you. I am wondering if we are not setting 
an example here that might very well prove disastrous. 

Here we are hearing testimony, we are working on a bill, we cannot 
assure the farmer, the wool producer, or anyone W ho needs supports, 
as to whether or not the price will be a dollar a pound, $1.50 a pound, 
or $3 a pound. 

That is a correct conclusion; is it not? | am mindful of the fact 
that we are limited to 70 percent of the import duty. How are we 
going to assure the man out in the field as to what the price will be 
per pound for wool? 

Mr. Rizuey. I can agree with you that we are facing, and have 
been for a good many years, a very difficult situation as far as the wool 
industry is concerned. I suppose economically we cannot justify the 
wool business in the United States. 

I suppose economically we cannot, and so far as economics are 
concerned, we could well say to the wool growers in this country, 
“You have got to all go out of business.” 

Senator Weiker. If we had no foreign imports, would that still be 
your conclusion? 

Mr. Rizuey. I am not willing to say that to the sheep industry as 
yet. 
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Senator Wetker. Now, will vou answer mv q SLIO! ve had 
no foreign imports of wool, would y lsay th n fford 
the wool industry in America? 

Mr. Rizury. Senator, I will sav this: We have our foreign relations 
to consider. We have concluded at the Department of Agricultur 
that if we are going to have a wool industry in this « try as Congress 
has recognized and said that it is necessary that we maintain yoo] 


industry in the United States and to the extent that an amt 
duction of at least 300 million pounds is considered necessary for « 
national defense and strategic defense, then we have got to do som 
thing about it. 

So not being able to go the route that vour people in | tah want to 
ovo, and that is by increasing the tariff 

Senator WeLker. Idaho 

Mr. Riztey. Idaho, | mean. That is by increasing the tariff, then 
the Department thought that it was up to the President and the 
industry to work out what we thought would be the best program to 
try to achieve the goals that Congress has set 

Senator WeLker. I have repeatedly stated that I have the highest 
admiration for the Secretary, and I am mindful in your statement 
that you say the question of foreign relations, foreign trade, and so 
forth, brings the domestic wool industry into the dilemma that it 
now faces. 

Supposing that I anticipate the needs of our domestic economy and 
| save my ewe lambs for a couple of years and vO into the busine ss to 
try to supply my country a portion of the 300 million pounds that we 
need, and supposing a Congress, because of foreign relations and our 
duties to our countries across the seas, and other places that are 
flooding our country with wool, decide that we should do away entirely 
with any tariff upon wool, where would we be in this country under 
this program? 

Mr. Rizuery. I will frankly say that we would be in a pretty serious 
situation as far as this program is concerned, but there are some things 
that we still have to take on faith, Senator. I do not believe the 
present administration would take this industry or any other industry, 
expecially in view of the President’s recommendations to the Congress, 

a great industry like the wool industry, where Congress has declared 
the policy to be that we need 300 million pounds—and completely 
wipe out the tariff so that there was not anything to really count 
upon for its future 

I just do not believe that would happen 

Senator WELKER. This is very close to the heart of the Senator 
from Idaho and it is a problem that I am going to have to face with 
my people when I get home. You tell us of the dilemma that we have 
with respect to the foreign imports and the duties and the like and 
the effect upon the economy. What position am [ going to be in, 
Mr. Secretary, when I tell my people that I voted for this bill when in 
the State of Idaho we have the world’s largest domestic producer of 
antimony that has been forced to close its doors, 300 families go out 
of work? The most modern antimony smelter in the world is in 
Idaho and it has been foreed to close its doors because of foreign 
imports. 

Certainly antimony is a strategic substance used in the war effort 
How under the sun am I going to justify no relief to the mining 
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industry when we do this to the wool industry? I better not go back 
home. 

Mr. Riztey. I have been in campaigns myself. I know we face 
some very serious questions at times and run into some difficult situa- 
tions. I wish, from my political experience of the past, that I could 
now advise you how you could answer all the questions that a con- 
stituency will ask when you get home. 

Senator Weixer. Basically, in analyzing the antimony problem 
that I have shown to you, and the wool problem that you have given 
to me, it would be better I think for the Senator from Idaho not to 
go home. 

Mr. Rizixy. I know the Senator from Idaho and I know the admi- 
ration that his constituents have for him, and I do not have any 
misgivings but what the Senator will be able to take care of himself 
when he gets back in his State, because his people are reasonable and 
they know what the Senator is up against in connection with some of 
these things and I am sure the Senator will be able to take care of 
himself. 

Senator Weiker. I appreciate that very much but we are con- 
fronted with a mining problem. The other day I thought I had been 
helpful in getting a rider attached to the cotton bill in order that the 
potato growers of Idaho might receive a little assistance from the 
section 32 fund. 

I was shocked to see that the Secretary did not agree with me—and 
the President apparently—that we should be treated like the others. 
And we will get in Idaho no section 32 funds for potato relief. 

Isn’t it a fact that this sort of legislation is opening a door to 
dangerous legislation in the future? 

Mr. Riztxy. I am not inclined to disagree with you, Senator, on 
that statement. I just want to say again that after the Department 
has spent weeks and weeks, and running into months long before L 
went up there—they have given very serious consideration, Senator, 
to this problem, and I know, from the time that I have been up there, 
that the President has. 

They concluded that this was the best approach to the problem at 
this time. 

Senator WELKER. Do you have any idea, Mr. Secretary, how much 
money this is going to cost the taxpayer and the administration? 
Has any study been made of that? 

Mr. Rizutey. Based on 70 percent? 

Senator WeL_krer. Administration of the work—traveling here and 
there. 

Mr. ImMascur. We have made some projections of what it would 
probably cost to make the payments. There are around 285,000 
woolgrowers and it looks like the cost would be from $1.50 to $1.75 
per payment. Some years there will not be any payments. 

Senator Tuyr. Why? How could you justify that statement? 
Some years there will not be any payments. 

Mr. ImMascue. Over the past, the market prices some years, due 
to favorable economic conditions have been higher than the support 
level. 

Senator Tuyr. I do not quite understand. You are going to take 
70 percent of the import tariff and you are going to use that in order 
to make a payment to reach 300 million pounds. Gracious, man, you 
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cannot stop after you have reached that maximum figure. Therefore 
cannot follow you when you say there will be no payments. 

Mr. ImMascue. There again, if the incentive price was set at 60 
cents and then economic conditions that particular year were such 
that the average price received by farmers turned out to be 60 or 65, 
there would be no payments that year. 

Senator Tuyr. In other words, each year you are going to set the 
price at what it is going to be, but wh: it of ‘th gentleman who did not 
average 60? 

Mr. ImMascue. Not a price for each individual sale; the average 
all of the wool produced for the country as a whole 

Senator Tuyr. Yes; I realize that, but how are you going to arrive 
at the fact that 1 man may get 62 cents and the other man only get 
42 cents? How are you coing to treat those two? 

Mr. ImMascue. There again, whether a payment will be made or 
not, depends upon the United States average farm price as determined 
by the Department of Agriculture through its regular reporting system 

Senator Tuyr. If it averages that the man will reach 60? 

Mr. ImMascue. The payments will be determined by the difference 
between the incentive price and the average price rect ived by all 
producers. 

Senator Toye. Reaching 60 

Mr. ImMascue. Yes, sir. 

Senator Toyz. That is what I am getting at. If you have all 
producers reaching 60 you will have to have some of them in the 90 
bracket 

Mr. IMMascue. That is right. But the percentage payment to 
each would be the same. The percentage determined from the aver- 
age for all wool would be applied to each individual’s net sales returns. 

Senator WiLurAMs. Can’t the man get to the 90 the same as the 40? 

Mr. ImMascue. He would get the same payment depending upon 
the difference between the average price reported and the incentive 
level. Five percent might be on to — the general average 
up to the support level; it might be 10 percent, or there might not be 
any payments required some years. 

Senator ANDERSON. In line with Senator Welker’s question, you 
said, suppose you set the price at 60 cents and the price got up to 65. 
You would not have to make any payment. Suppose he built the 
sheep levels up but not to 300 million pounds. He would have to 
have some money, would he not? 

Mr. ImMascue. That would have to be a factor for the Secretary 
to consider when he set the incentive level for the next year. 

Senator ANDERSON. He would have to go up to 85 cents the next 
year? 
~ Mr. ImMascue. I do not know what he would go to but he would 
observe 

Senator ANDERSON. He would have to keep on doing something to 
increase the numbers. That is the point that Senator Welker mad 
a few minutes ago. 

Senator Youne. I would think that a payment would be deter- 
mined considerably on how much we import. Foreign countries 
might decide under our present tariff level to dump a lot of wool on us. 
If it did the cash price would be forced way down either by high pro- 
duction here or heavy imports. 

43964—54 
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Then your incentive payment would go up, would it not? 

Mr. ImMascue. That is right. The average aie in the open 
market would be lower and the payments required to bring returns 
on the average up to the incentive price level would be higher, yes, sir. 

Senator YounG. In order to make this a successful program, the 
Department of Agriculture ought to have a little control over imports. 

Senator Tuyr. That is the only way in the world that it could be 
accomplished. You can ask all the questions in the world and you 
return to that one question. If your price gets so high that you do 
not have to make incentive payments you will have imports coming 
in here so you will immediately force the price down and have to make 
incentive payments. 

Senator Barrerr. As I understand from your statement it is the 
intention of the Secretary or the President to maintain the tariff at 
the present levels, then of course foreign imports could hardly 
much below the present levels. 

Mr. ImMascue. Because the price would be the world price plus 
the tariff. 

Senator Barretr. That is right. So you do have some protection 
as far as the tariff is concerned. 

The CHarrMan. Senator WELKER? 

Senator WELKER. Is the | purpose of this bill based upon the assump- 
tion that now we are — ‘ring wool a strategic commodity? 

Mr. Rizutry. Yes, si 

Senator WELKER. . that the reason you are considering this bill? 

Mr. Rizitey. One of the reasons, yes, si 

Senator Wetker. What term does this bill have? Does it have 
an expiration date? 

Mr. Rizugny. It does not have an expiration date, no 

Senator WrLker. What are you going to do when you change your 
mind now again that it is not a strategic commodity? I can remember 
in the last 3 years when we have been down before the Congress when 
it was not a strategic commodity, you got rid of all that you had, and 
[ remember when it was a strategic commodity and you bought it 
back at double what you sold it for and I remember when you got 
rid of it all over again because it was not, and now that it is, I am 
wondering how long it will be before you change your mind, because 
we are having a job keeping up with you. 

Mr. Riztey. We do not know when Congress will change its mind. 

Senator WeLKer. I am talking about you changing your mind be- 
cause you have changed your mind 3 times in the last 3 years. 

Mr. Riziey. Ido not know that the Department fixed it as strategic 

Senator WELKER. Somebody did. You did it in 1950 and you did 
it within 6 months of the time that you disposed of everything you 
had as a surplus; isn’t that correct? 

Mr. ImMascue. I think the War Department started purchasing 
wool for a stockpile following the Korean outbreak. 

Senator Weiker. Who is recommending this bill, the War Depart- 
Ment or you? 

Mr. ImMascue. This incentive program for wool is along the lines 
established by the Congress in the Agricultural Act of 1949. The 
goal in that act is 360 million pounds. 

Senator WeikeEr. I know you lost about $300 million. Purchased 
back at a cost of $300 million than it was sold 3 months before in 
order to stockpile it, isn’t that correct? 
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Mr. ImMascue. I do not know. I know that prices skyrocketed 
after Korea. 

Senator Wreiker. Do you have anybody here that would know 
that? 

Mr. ImMascue. We could get the information. 

Senator Wreiker. Will you get it and give us some information as 
to how long you are going to iii:intain this position? 

Mr. ImMascue. I| would like to add to the record, if I may, that 
the wool which was bought for the stockpile in 1950-51 was purchased 
by our Department for the War Department. Commodity Credit 
merely did the purchasing for the War Department. 

Senator Wriuiams. You are down here asking for this bill and you 
are the one who is saying it is a strategic commodity. But 1 do 
know that in 1950 you entered the wool market and tried in 60 days 
to buy more wool than there was in the market; in fact, you created a 
technical corner in the market and it cost the taxpayers about $300 
million and just as you got that purchase completed you reversed your 
position and dumped it all back on the market and broke it. 

Mr. ImMascune. We will get the figures on it but it was not anything 
like $300 million. J think it was more in the neighborhood of 8 or 
10 or 12 million dollars. 

Senator WituiAMs. Oh, no. It was a higher figure than that 

Mr. ImMascue. The best thing for us to do is to get the record. 

Mr. Rizitey. We will be glad to put it in the record. 

Senator WiiuiaMs. And put in the record who made the decisions, 
whether it was the War Department or the Agriculture Department, 
and do not put it in as the Department. Put it in as an individual. 
I would like to know who made those decisions and see whether or not 
they are the same ones who are recommending it today 

Mr. Rizitey. We will furnish all of that information 

The CHarrMAN. Whether it cost the taxpayer $10 million or $300 
million, the fact that we were cut short on the time we need empha- 
sizes the very purpose for which we are now considering the pending 
legislation, that we cannot afford to get caught and be dependent on a 
foreign country every time we are threatened with war. 

Senator WituiAMs. I agree with that and I am inclined to think 
that it should be considered strategic material but the point is if it 1s, 
let’s make up our minds and stick to it for at least 1 year and not 
change it every 24 hours. 

Mr. Rizuey. I agree with that philosophy 100 percent. I do know 
of course that when Korea came there was a tremendous purchase of 
wool. We went into the open market, I think, against all competitors 
and purchased a lot of wool. 

(The information requested is as follows:) 


STATEMENT FILED RY THE DEPARTMENT OF AGRICULTURE WITH RESPECT TO 
THE PURCHASE OF WOOL BY THE DEPARTMENT OF AGRICULTURE FOR THI 
Army IN 1950-51 





Public Law 843, Slst Congress, dated September 27, 1950, provided for the 
Quartermaster General to contract for the purchase of 100 million pounds of raw 
wool, woolen garments, fabrics, and knitting yarns. This law was passed fo 
lowing the outbreak of hostilities in Korea. We were in the midst of a marke 
expansion in the size of our Armed Forces. The purpose of the contracting 
authority was to provide for the establishment of an adequate reserve of wool 


supplies to meet our increasing military requirements 
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Under a contract dated December 5, 1950, between the Department of the 
Army and the Commodity Credit Corporation, the Corporation was requested 
to purchase for the Army approximately 30 million pounds, clean basis, foreign 
wool with a total cost of not to exceed $61 million. The Department of Agri- 
culture was selected to make the purchase because the Army contended it did 
not have trained personnel experienced in handling such an operation. Also, 
CCC funds could be used in financing the purchase for the Army in accordance 
with the contract provisions of Public Law 8438, 81st Congress. 

Announcement LS—262, dated December 6, 1950, issued by the Commodity 
Credit Corporation, invited importers and dealers to offer wool meeting the re- 
quirements of the announcement. The types of wool to be purchased were de- 
signated by the Army to meet its specific requirements for manufactured articles. 
Only foreign wools were eligible for purchase under the program as the objective 
was to obtain reserve stocks in addition to our normal domestic production. 

Upon issuance of the announcement to purchase wool for the Army, the price 
of foreign wools which had been increasing following the outbreak in Korea 
continued to rise and by the middle of January 1951 the prices for some types 
had risen 50 percent or more from the pre-Korean level. Because of the high 
price and the competition between the purchases of wool by this Department for 
the Army and the Army’s purchases of manufactured woolen items the Depart- 
ment of Agriculture on January 29, 1951, called the attention of the Department 
of the Army to the situation and recommended that under the circumstances the 
purchases by this Department be terminated. 

In a letter of March 8, 1951, the Quartermaster General authorized the Depart- 
ment to suspend further purchases ‘of wool even t hough only a relatively small 
percentage of the original authorized quantity had been purchased. On July 25, 
1951, the Quartermaster General requested termination of the contract with CCC 
and the transfer to the Army of all stocks of wool purchased. 

In all, approximately 12 million pounds of wool, grease basis, or approximately 
7.8 million pounds, clean basis, were purchased by CCC for the Department of 
the Army. Expenditures totaled ——— ‘ly $18,600,000. It is our under- 
standing that the Department of the Army has disposed of all of these stocks. 

With regard to those responsible for handling this purchase of wool in 1950-51, 
the Department’s negotiatiors with the Army were with the Office of the Quarter- 
master General. Major General Feldman was Quartermaster General at the 
time. The operations within the Department of Agriculture were handled in 
normal channels, i. e., the Board of Directors of the Commodity Credit Corpora- 
tion authorized the contract with the Department of the Army and the Livestock 
Branch of the then Production and Marketing Administration carried out the 
operations. Ralph Trigg was President of the Commodity Credit Corporation 
and H. E. Reed was Director of the Livestock Branch of the Production and 
M: — ting Administration. 

As the Chairman so clearly pointed out, this purchase of wool in the world 
market following the outbreak of hostilities in Korea further emphasizes the need 
for having a sound and prosperous domestic wool industry. At the time, the 
Congress was, of course, concerned in our Military Establishmevt having sufficient 
supplies and in pursuance of that policy authorized special contract authority 
under Public Law 843, 81st Congress, for the Army to make advance purchases 
of wool items. There were indications that Russia was an aggressive buyer in 
the Australian and other Southern Hemisphere markets. It was an emergency 
situation. 


Senator ANDERSON. Senator Young and I were talking the other 
day about trying to protect the farmer programs on these things. 
I do think it ought to be pointed out that while the facts given by 
Senator Williams are correct, that when the Secretary of Agriculture 
had a chance to sell his stock of wool under the terms of the Com- 
modity Credit charter, he really had to sell it. The military later 
had to buy more and they bought tremendous quantities but it was 
not in furtherance of a commodity program, it was in furtherance of 
a military program. 

Senator WiiiiaMs. I think that is correct, but if they had main- 
tained a program and continued it over a period of years it would 
have been better. The Government was buying back the wool from 
the people they had sold it to only a few months before. 
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Mr. ImMMascue. The wool that we bought for the military had to 
be foreign wool. 

Senator Wiiu1ams. The way I understood it was different. 

Mr. Rizuey. I recall it was back during the war when I was on the 
Committee of Agriculture over in the House. The Government was 
buying all the wool. There was no other market and I do recall 
that we had at that time some of the people from the Army as well 
as the Navy trying to convince them that they ought to take some of 
our wool that the Government was buying. We did not have much 
luck because they thought New Zealand wool and Australian wool 
made a much better looking uniform than does American wool. 

Senator WiuitAMs. Does that feeling still prevail? 

Mr. Riziey. That was in the War Department. 

Senator WixiuraMs. If the feeling does still prevail then why are 
we trying to encourage the wool industry in this country? Why 
don’t we continue with Australian and New Zealand wool? 

Senator WreLker. I want to ask one question about whether or not 
this will require an annual appropriation from Congress, as my wool 
growers have wired to the distinguished Chairman. 

Mr. Rizury. It will 

Senator WeLker. Then this industry is the whim of Congress. 
They don’t know whether thev are in business or out of business. It 
depends upon the Congress of the United States. 

Mr. Rizutey. Of course it requires an appropriation. 

Senator ANpERSON. That is a very important question. Under 
the section 32 funds those funds are available every year regardless of 
whether Congress appropriates it or not. I must have misunderstood. 
Is this subject to every year’s appropriation? 

Mr. Rizuey. That is correct. 

Senator ANDERSON. One Congress can give it and another can deny 
it? 

Mr. Rizuey. That is correct. 
Senator Barretrr. There would be reimbursement to the Com- 
modity Credit? 

Mr. Rizutey. That is right. 

Senator Weiker. The pomt I want to bring out is that it requires 
an annual appropriation. 

Mr. Rizuiny. That is right. 

Senator Munpr. Do payments have to be appropriated each year? 

Mr. Rizuey. Yes. 

Senator ANDERSON. I was going to suggest that we might be able 
to do it like we do the section 32 funds. 

Senator Barretr. Mr. ImMasche suggested earlier that that was 
an alternative and that we could earmark 70 percent of the tariff 
revenues for that purpose and that would not require an appropria- 
tion. Am I correct in that? 

Mr. ImMascue. I mentioned that that was an alternative to using 
CCC money. 

Mr. Riztey. But that is not in the bill. 

Senator Barretr. That is not in the bill, but what is your thinking 
on that. 

Senator Wevker. I don’t know how you are going to earmark 
money in a revolving fund or any kind of fund that we want. We 
an’t determine the amount of wool we will receive from New Zealand 
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or Australia. We might be in a shooting war and could not bring in 
a hundred pounds of wool. 

Senator Barrer. If we were in a shooting war the price would be 
up so high 

Senator We._xer. We might have a cold war where they decide 
they do not want to ship any more. 

Senator Barrett. I realize that, but on the whole, as Senator 
Anderson has pointed out, the section 32 funds have been earmarked 
in that fashion and they have been adequate, and I know of no reason 
why the wool industry should not get the benefit of the tariff on 
imports coming in here that have destroyed the market. If you are 
going to ace ord some protection to every other agricultural commodity 
and say “Well, wool has got to be protected,” that would be eminently 
unfair in my judgment. 

Senator Wertker. Would you say every other agricultural 
commodity? 

Senator Barrett. There have been many agricultural com- 
modities that have been protected. 

Senator Munpt. I would like to ask the Assistant Secretary why 
in the original draft of this bill it wasn’t included that the 70 percent 
would automatically be made available without an automatic appro- 
priation. Has some change been made in the bill some place? Why 
was it left out? 

Mr. Riziry. To comply with the Bureau of the Budget and other 
requirements. 

Senator Munpr. It seems to me, Mr. Chairman, that that is a 
weak enough reason. That we better firm it up by making this thing 
automatic because if we are going to have to wait upon the whim of 
Congress as the Senator from Idaho points out, we haven’t got much 
of a wool program. 

Senator ANDERSON. Senator Welker has put his finger on something 
that I did not realize was in this legislation. If you have to come 
back every year for an appropriation, it is as dangerous as it can be 
for the wool industry and they have no assurance whatever. 

Senator Younc. The Sugar Act is handled by a yearly appropria- 
tion, mane. 

The Cuarrman. The Chair might make an observation that this 
is apparently part of the effort to get away from earmarking specific 
incomes of Government for certain purposes. We know the efforts 
that are made year after year to earmark a certain percentage of the 
Forest Service receipts or the receipts from this or that, and ‘J expect 
it does make things very difficult in administering the affairs of 
government. 

[ doubt if the administration would approve the specific appropria- 
tion of a certain percentage of the tariff, although they would not 
object to approving an amount equal to a certain percentage of the 
tariff income. 

Senator ANDERSON. Mr. Chairman, the point Senator Barrett made 
is absolutely correct. The only reason we have had these section 32 
funds year after year is that they didn’t have to be appropriated by 
Congress. Congress stands in the position on section 32 funds where 
somebody for some year can’t wipe it out. It is a lot harder to get 
rid of that type of appropriation. 
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Senator WeLkerR. What effect did Congress give to an uprising of 
all the area people in the United States who recently have been cut 
down to 75 percent of parity on a bill such as this, that we do not 
know the amount. ‘They are liable to swarm upon Congress and say 
“Here, this must stop.” 

Isn’t that a fair assumption? I do not want the wool industry in 
my country to be based upon a reed as thin as that 

Senator ANDERSON. One Congress can cut it off. We have had eco- 
nomy Congresses and we could have another 

Senator Barrerr. The sugar program has been operating for a long 
period of years and to some extent has been similar, and agriculture 
has been coming up here year after year for an appropriation for 
sugar. 

Senator Ture. I might inject this one thought. Sugar is some- 
thing that is on the domestic table and everybody uses it and there- 
fore it has become an accepted fact. However, this wool, if they 
thought it was going to a producer’s roof, there would be the question: 
Why does this producer’s roof have this advantage? There lies the 
danger. 

Senator ANDERSON. I rather thought that in the Sugar Act we were 
guaranteeing certain shipments from overseas that guaranteed the 
supply to the American consumer. 

Senator Youna. It is handled by the Agriculture Appropriation 
Subcommittee of which Iam chairman. This wool would be handled 
much the same as the International Wheat Agreement. We would 
appropriate for the impairment of losses by the CCC 

Senator We.ker. If this price were 75 or something like that, | 
imagine these people will swarm in here. 

Senator Barretr. It seems to me that we are talking about 200 per- 
cent of parity or 500 percent of parity. 

Senator We_ker. They do not know what percent of parity and 
they cannot testify to that. 

Senator Barrerr. We do know what the customer receives on wool 
because those figures are a matter of record. 

Senator WeLKER. Why can’t they tell us that? 

Senator Barrerr. [ can tell you myself. 

Senator WeL_kerR. You are not on the witness stand 

Senator Barrer. It was $55 million. 

Senator WreLker. I understand you told us you couldn’t tell us 
what the price would be. 

Mr. Rizuey. I couldn’t tell you what the price could be. I don’t 
think anybody could say exactly what the price is going to be under 
this program during the next year. 

Senator WeLker. I don’t want anything to happen, either in foreign 
imports or otherwise, that might cause an upheaval and people would 
sav “Do away with this thing. It isn’t right at all.” 

Mr. Rizutey. I would like to Say this, Senator, if | may: I think 
the wool industry as a whole in the United States was given every 
consideration in connection with the preparation of this legislation. 
I know, during the past few weeks that I have been up in the De- 
partment, I have had repeated meetings with the wool industry. 
Every segment of it from every section of the United States, and with 
the exception of your State—and understand, | am not saying this 
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critically—but with the exception of your State, every other wool- 
producing State has, after all these many, many weeks of study, 
approved this legislation. 

I am not saying that, of course, as critical of Idaho. I know a lot 
of the people out there and I have a very high regard for them, but 
it is a fact that this legislation is approved by the industry everywhere 
except in the State of Idaho. 

Senator WreLKER. I am conscious of that fact, but I am awfully 
worried about the danger of their coming back to Congress. They 
will fall on their faces if they don’t get relief from Congress. 

The CuHarrMAN. Unless we raise the debt limit or provide for more 
funds from somewhere, I don’t think it makes too much difference, 
because it isn’t going to be money enough to support what farm 
programs we have now. We have got to act soon on a bill author- 
izing one and three quarters billion dollars more borrowing power to 
carry out the program for this year. 

[ do not want to be discouraging because I think we will provide 
more money one way or another. Are there any more questions to 
ask Mr. Rizley? 

Senator Barrerr. Might I ask Mr. Rizley one question? In your 
statement you say the tariff established to protect the industry would 
be continued. I assume by that you meant the present tariff of 
25% cents would be continued? 

Mr. Riziny. That is correct. 

Senator Barrerr. During the life of this program? 

Mr. Riztey. That is correct. 

Senator Barrer. I want to congratulate the Assistant secretary 
of Agriculture on a fine statement, Mr. Chairman. 

The CHAIRMAN. Senator Young. 

Senator Younec. When the Government arrives at this figure of 
300 million pounds instead of 360 million pounds, would the admin- 
istration be adamant in keeping it at 300 million rather than 360 
million pounds? 

Mr. Rizutey. That is correct. The President thought, as I under- 
stand it, at least, after considerable consultation between the Secre- 
tary and the White House, that the figure of 300 million pounds was 
more realistic than the figure of 360 million pounds for an incentive 
program. ‘That was after they decided to go the incentive route. 

Senator Youna. I would like to see it raised myself back to 360 
million pounds or somewhere near there. 

The CuarrMan. For the record, we might say that in 1948 when 
this matter first came up, we fixed the amount at 360 million pounds 
of wool. That would have been a little over 300 million pounds of 
shorn wool, but the Congress approved an amendment offered by 
Senator O’Mahoney, of Wyoming, which fixed it at 360 million 
pounds of shorn wool, which increased the total above any immediate 
prospects of attainment. 

Therefore the President, as I understand it, feels that 300 million 
pounds would be a far more realistic figure than 360 million pounds of 
shorn wool and if we ever attain 300 million pounds of shorn wool, 
which does not look like it will be possible immediately, then the Con- 
gress can determine whether they want to raise it or not. 

Mr. Riztey. That is right. 

The CuarirMAN. Senator Williams? 
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Senator WILLIAMs. Just Suppose that Coneress udopted his DI 


and wrote in this provision setting aside automatically 70 percent of 
the custom receipts of wool, then just suppose you reach a situation 
where there isn’t enough money to meet our Incentive payments 
what would you do? It is a possibility, is it not? 

Mr. Riztey. | suspect we would have to take another look, Senator 


Senator WitiiAMs. But there is that possibility. Do you have ar 
assurance that vou can give us that that figure would take care of 1 

Mr. Rizuey. | can think of a lot of possibil es In conn on with 
this and almost any other legislation 

Senator WiLuiAmMs. You would still be in a position more than likel 
of having to come back to Convress for an appropriatlol 

Ir. Riztey. That is probably true if we reacl 

gress has set 

Senator WILLIAMS. One more question and I will 

Mr. ImMascue. In other words, the 70 percent 
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Senator Wiuiiams. The principal adva f | t a 
matically set aside is that vou would n e | Live s 
correct / 
Mr. Rizupy No. I don’t think t] orrect. Senato 
The CHAarRMAN. Before recessinge. tl] Chair want ote the 
presence here ol Conere ssman Fisher fro it VOC ( ! qiis 
trict of ‘Texas We are glad to hav you ’ ! | 
; Fisher 


Thank you, Mr. Rizley, for vou 


us this morning It does not seem me to eal ( 
Witnesses this morning, st e Willi re i 
Whereupon, at 12 noon, the com! Le ( ¢ 
2p. m 
I RNOO _ ( 


The CHarRMAN. The committee will come to order ai 
F continue the hearing on S. 2911 
é | find that Mr. Fisher, representing United States Testing Co., of 
Hoboken, N. J ' has asked permission for the compa \ to submit a 
written statement. Without objection, the statement will | mserted 
in the record at this point 

(The matter referred to follows: 
45964-—_54——6 
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STATEMENT Fitep By H. M. Buock, Vice PReEsIDENT, Unitrep States TESTING 
Co., Inc., HoBoKEN, N. J 


Mr. Chairman and members of the committee, the opportunity of presenting 
our views to this committee is appreciated 

I am Herbert M. Block, vice president of United States Testing Co., Inc 
United States Testing Co., an independent commercial-testing laboratory, is the 
largest and most diversified commercial laboratory in the United States Estab- 
lished in 1880, it maintains facilities for research, product development, produce 
improvement, inspecting, and testing at Hoboken, N. J., and in nine other cities 
throughout the Nation It was organized originally as a textile laboratory and 
has continued actively as a service organization to the textile and allied industries 
As the largest commercial textile laboratory in the country, it serves the wool 
industry from producer through manufacturer to the retailer 

The important services of the United States Testing Co. are used by Government 
and industry One of our company’s important services in this connection is 
core testing for determination of clean wool content In fact, United States 
Testing and American Conditioning House, Inc., of Boston, Mass., are the two 
independent testing laboratories which have been designated by the United 


States Department of Agriculture to carry out all core testing of wool 

W wish to record our agreement with the intentior of the bill, S. 2911. We 
favor the encouragement of increased production of domestic wool, and approve 
of the plan for incentives to the growers If we have been correctly informed as 


to the methods of effecting the purpose of this bill, we wish to point out that wool 


not be given the same treatment es other commodities, such as sugar, corn, 


wheat, and peanuts, because of its very neture. Grease wool contains component 
other than wool fiber, the quantity and nature of which materially affect the 
determination of value. Because of these nonwool components, which are in 


some instances as high as 70 to 80 percent of the grease wool, we feel that the 
only way in which a true incentive level could be applied would be on the basis 
of the clean wool rather than the grease woo! 

Clean wool content is determined accurately and economically by means of a 
sampling and testing technique developed since approximately 1940 (As evidence 
of the eceptance of this method of sampling and testing, which we shall refer to 
as the core test, we will outline briefly its use in Government and industry, and it 
is our hope that this committee will recognize that core testing developed by the 
Government and private industry over the last two decades is the only realistic 
and accurate method internationally recognized and accepted for determinatio 
of the true quantity of clean wool fiber in a lot of grease wool 

(1) The Customs Division of the Treasury Department first developed the core 
test and started its use for the determination of clean wool content for duty 
purposes in 1941 This test has been increasingly used by Customs since that 

me, and is now the standard measure for clean woo! content 

2) The wool-futures market of the New York Cotton Exchange found difficult 
the precise evaluation of clean wool content, thus seriously affecting accurate 
evaluation of wools for futures trading purposes. In 1948, the board of governors 
of the exchange adopted the core test as the standard for determination of recover 











able wool ir those lots submitted in the exchange 
3) The United States Department of Agriculture ha used the core test as 
the correct method of determining clean wool content in its administration of the 
table and unbiased handling of wool purchases and sales Che Depart 
l AS ¢ rib 11 i ( e de I ( ( t« t el 
i I ( é n D er. Cok 
t \W yo fy ( cers na 1 lealer i pDmMaA ~ Var tfanric 
icturers mak sé tt epe lent lal t ) t , irtia 
uC nd ec cal me in I ( 1 a 
») Carp is bill b nerti the 
! I Line I t Phe i carpet 1 | 1 
i recep \ ( ive! plifica f ffi 
) ind l l, pr l¢ neas TT 1 
ul ol Deal import irers, and o rs rke cular yf t 
ind laboratories Phe n an Carpet Manufactur Ins ive 
areful a i itive assista to proper developmer eportil 4 of 
l ley bn | ra Vv core te 
The President is interested in “promoting the development of a sound and 
prosperous domestie wool industry in the interest of our national security and 
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welfare,’ as pointed out by Mr. Ross Rizley, Assistant Secretary of Agri 
before the Senate committee on Feburary 19. Mr. Rizley ha 
the grower is to be encouraged to increase his production of wool and the Se 
retary of Agriculture has set a goal of 300 million pounds of shor Too) 





\ fair, equitable, understood, agreed-upon unit by both buyer and seller s 
must be accepted as being more than a minor influence in the development of any 
sound and prosperous industry The core test provides this kind of unit 

We respectfully request that the committee, in its consideration of the prop 1 
legislation, take into account the importance of re testing as a 


insuring equitable marketing practice 


The CuHarrMan. Mr. Edwin Wilkinson of the National Association 
of Wool Manufacturers, wanted to testify today but was unable to 
be here. Without objection, his statement will be received and in- 
serted in the record 

(The matter referred to is as follows: 

NATIONAL ASSOCIATION OF WooL MANUFACTURERS 
New } February 23, 19 
Hon. GeorGeE D. AIKEN, 


Chairman, Senate Committee on Agriculture and I 
Senate O flice Building, Washington D. ¢ 
DEAR SENATOR AIKEN: This relates to S. 2911, known as the National We 
Act of 1954. 


To the extent that this measure implements the policy of the Preside 


to provide direct incentive payments out of general reve es to we growers 
lieu of the present nonrecourse loan program) and to permit the free flow of do- 
mestic wool to market through normal channels at market prices, we wish to 
record our support 

There are certain suggestions we would submit with the hope thev are found 


reasonable and nonobstructive to the attainment of the above objective 

We believe the purpose of and necessity for the National Wool Act of 1954 
would be better appreciated and more QUICKI\ accepted publicly were the pro- 
duction goal subject to review and endorsement by the National Security Cou 





or some similar Government agency Because we believe the enactment of this 
measure would represent an important step in the right direction, broad approva 
is desirable 

We believe the deletion of the words ‘loans,’’ ‘‘purchases ind ‘‘or other opera 
tions” in line 14 of page 2 will result in a more explicit exp f If 
1dditional language is required to provide for the tra on frot 
other, it might be specifically dealt with 

Further, if section 4 opened: ‘‘Payments utilized as a means of pr support 
hall be such as the Secretary, ete. * * *’ instead of rdit t 
ontribute to clarity 

We question the necessity or desirability of lin 
amount within 70 pereent of gross receip fro S f 
schedule 11. Our point: Should a program pret \ i 
this is, be subject to an arbitrary limit? 

If there is any way this office can lend assis 
proposal, we would welcome the opport it 

Respectfull lbmitteda 

I i 
j | } 

rn Wy 4 I 1% 

Phe CuHarirMan. Clinton Hester, who represen boston Woo 
Trade Association, the National Wool Trade Association 1d the 

; 4 : oa ’ ; : 
Philadelphia Wool Textile Association, was H 
unable to be present, bu he has submitted ~ n n { a 

1 1 l 

states that the wool trade wishes to express Its Mees Pp 
of S. 2911, and gives the reasons why 

He suggests that we might have to be e: thout th 


in one or two places to which we all agree Without objection. MM 
Hester’s statement will be inserted in the record 
The matter referred to 1s as follows: 
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STATEMENT FILED By CLINTON M. HEsTER, REPRESENTING THE Boston Woo! 
TRADE ASSOCIATION, THE NATIONAL Woout TRADE ASSOCIATION AND THI 
PHILADELPHIA WooL AND TEXTILE ASSOCIATION 


Mr. Chairman and members of the committee, my name is Clinton M. Hestet 
I am an attorney with offices in the Shoreham Buildi 


todav in behalf of the Boston Wool Trade Association, the National Wool Trade 





Associatio! r and tne Ph iadely a Woo and Textile Association, for all of whiel 
I am Washingto COUNSE Che members of the ASSOCIATIONS COMDPrIis Virtual 
the entire wool trade indust f the United } 
The rade wishes x pre l ehneart pport 29] fi 
pec l t ve na he thod of pri support emplated \ tH 
r Loe ( p ( ( ( oO ( 1eStL vor | Vool a fay 
reas i ! sals for crea g e pro mn of woe ! | 1S 
sec ew rad pp S. 2911 cause if ucted l 
dor ( Lage ¢ ( il i 1 ( } ( 1 
Act l y Ove StOCK] ner ( il i! g 
( ul 
I Ly nd nt wh n | trad S, i 
{ ae after the wor | “engage Ul re € I rted a co ia Ttollowed »\ the 
1 e 1 bers al 4 My se 8S of t vu 
5 \o1 LOT’ } 0 ap . 
¢ url ooperat 1 is I 
l na rw ) | tc ir 1 i 111s} I ra 
‘ S ‘ 
na ( I bers I ( A 
i IOI I i OL t! | re as I ntiv i OT 1 1 
l | por: K \ a Wo li ( 1 D pose r which Is the 
pron n, through advertising, of wool as a fabric. Wool, hl is not itself 
gage n the handling of wool but all of its members are engaged in this business 
| rn of our suggested amendment to remove anv po bil hat W 
| Vv orgal ati ilar i 1 not qualif 1 ( S of 
t} ill 


Thank you, Mr. Chairman and members of 1e committee, 


The (C'HAIRMAN. Now we will hear rom Mr. Ray Willoughby ol 
San Angelo, Tex., president of the National Wool Growers Association. 


STATEMENT OF RAY W. WILLOUGHBY, PRESIDENT, NATIONAL 
WOOL GROWERS ASSOCIATION, SAN ANGELO, TEX. 


Che CHarRMAN. Mr. W lloughby, we will be glad to heer from you 
how 

Mr. Wittovuaupy. Mr. Chairman and members of the committee, 
the wool oTOWeTS appreciate this opportunity to appear again before 
your committee, to present the problems we face as an industry and 
to present our position relative to S. 2911. 

Ten months ago 1 appeared before this committee to outline the 
precarious financial position in which we found ourselves. The con 
tLinues decline In sheep production in 1953 bears out the fears the 
industry expressed at that time Continuing imports at low tarifl 
rates and an inadequate support program in this country have forced 
more she¢ p growers oul of business. Gentlemen, there are 1 million 
less shes p in the United States today than there were when I testified 
here before 

The National Wool Growers Association is a voluntary and unin- 
corporated organization ol wool growers, formed to protect the interest 
of the sheep industry. We attempt to speak for the large majority 
of the 285,000 wool and mohair growers of this country. 

As you know, I raise sheep and goats in Texas. I raise cattle as 
well and I have been in the livestock business for many years. I 
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can testify that perhaps one of the major reasons that sheep pro- 
duction has not declined even more rapidly in this past year is that 
much of the production now is in areas of the western United States 
where the resources cannot be harvested by any other method than 
the use of sheep and goats. It is impossible for a large portion of our 
industry to change to any other type of animal or agricultural 
production. 

In the interest of saving time here, I would like to refer the com- 
mittee to the testimony and exhibits that we placed in the record 
here last year. They showed the increase in imports of wool from 
approximately 20 percent of our domestic consumption in the 1935-39 
period to a figure of more than two-thirds at the present time. 

I do not think it necessary to burden this record with all of those 
charts regarding the difference in costs of production in the United 
States and in Australia and other foreign aati 

The CHarrMAN. Without objection, we will have some of the more 
pertinent charts made part of this record, too 

(The matter referred to is as follows:) 


, 99 ° 
WW orld ~mporis of raw wool 


Actual weight, millions of pounds 


Rank |Amount Rank Amount, Rank |A mount) 1935-39 | 1946-50 |1 


nited Kingdom 1 629 2 57 d 507 27 21 22 
oo. 2 403 3 466 $ 17 1 
Germany } 260 ¢ 137 108 il 5 5 
Belgium $ 22¢ 4 219 2 10 8 ‘i 
United States___- 5 225 ] 77¢ f 1 29 24 
Japan : 6 LSS Q Qk { ’ s 
Italy 7 ) 178 
U.8. 8. R ~ 68 - 13 ) y 2 
Poland J ‘ 9 46 7 4s 8 2 2 2 

Total above ‘ . 2, 124 2, 452 I 1 1 86 
rotal world saeaies 2, 322 2, 604 2, 29 100 100 | 10 

Che United States has virtually triple 2 1e share of woo] it has imported from 10 percent in 19 9 
to 29 percent in 1946-50. In 1951 it imported one-fourth of the w wool 

Source: Wool Bureau, Inc., from Government sour 
United States production, mill consumption and imports for consumption of ra 

average 1985-39 and 1947-52 


{Millions of pounds, clean bas 


’ t 7 . t 4 
Produc- Consumptio Impe pe 
Year tion (all ; ; or 
appare.) tion 
Total Apparel rotal A pparel apparel 
1935-39 Sahin . 207 77 281 152 56 20 
1947 ee 7 7 15 698 OF 9 259 {9 
1948 en ae Ee ees 137 693 48 179 246 
1949 ei a Soe 120 500 339 155 46 
1950 a ‘i cna whiee 119 635 437 $157 5 
1951 el ainta — 118 is4 82 7 7 
Rililsnicidekuiminsin inalenceteneamiiceediie® 123 463 347 Ss 249 7 


Source: Wool Bureau, Inc., from Government statistics 
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Sheep shorn and wool production, 1942-52 
[Thousand 
Production 


shorn wool, 
)AS1S 


Production 

nh mi 

Year Number, Scares oi Nu uber, 
sheep shorn sheep shorn 


grease basi grease [ 


Pounds Pounds 


4 19, 287 R8, 207 1948 28, 649 231, 770 
1943 47, 892 78, 843 1949 26, 382 212, 899 
104 13.16 338 318 1950 26, 387 215, 422 
1945 38, 763 307, 976 1951 27, 357 225, 545 
14 34, 647 280, 908 1952 28, 172 232, 
1947 30, 953 251, 425 

Source: U. 8. Department of Agriculture, Bureau of Agricultural Economics 

N OT! This chart shows wool weights based on weight at the time of shearing Phis is called “grease 
t t ise it still contains grease, dirt, et When cleaned, weights shrink 50 percent and more Some 
t t icluded in this statement uss ease ba ’’ and some use “‘clean basi is terminology changes at 

ive para Di 


Comparisons of sheep operations in the intermountain region of the United States, 
1949, and in New South Wales, Australia, for 1948-49 ! 


CASH AND NONCASH COSTS PER SHEEP 


[Excluding operator’s labor and capital cost 


United 5 
tate Au ilia 
CASH ¢ Ss 
Wage ind contract $2. 57 $0. 52 
Shearing and crutching 44 12 
Material 5.4 RS 
k cha 01 
Rates and taxe 84 09 
Insurance | 04 
Wool selling costs 16 
Cartage 05 
Miscellaneous exper 5Y 08 
Tot cast ), 87 1.95 
NONCASH COSTS 
Depreciatior 4 ’ 
lotal cash and nonecash costs .. 10, 41 2.14 
NET RETURNS PER SHEEP 

Gr returt $13. 53 $5. 16 
( ) 87 1. 95 
Net returns 66 a | 











Net i ‘ ; 12 ,. O2 
La 4 percent interest on capita 32 00 65 
Less operator’s labor 31. 5 4.39 
nanagement per sheep 44 1.98 

Perce turn on dollar invested to management percent l 12.2 

Commercial Family-Operated Sheep Ranches, Intermountain Region 1930-50, by H. R. Hoehmuth, 
Agricultural Economist, U. 8. Department of Agriculture, Bureau of Agricultural Economics, Wash 
i D. C., May 1952, Agricultural Information Bulk No. & Mer »>W Gr g, Bureau of 
Agricultural Economics, Department of Commerce and Agriculture, Canberra, A. C. T., 1951 

Actual cost $2.53 

llowed same amount for operator’s labor as paid sheepherder in United States ($2,400) 
* Australian study allows £350 per annum ($777) for operator’s labor 


Mr. WititovucHsy. I want you gentlemen to feel free to interrupt 
me any time you want to. It was on May 1 that we filed those charts 
which give the total importation over the years, the mill consumption 
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and the increased consumption of wool per capita in the United 
States while our production was declining. The Department has 
already testified to the decrease in the numbe : of sheep in the United 
States and the lessening production of wool during this same period 

The price situation in the sheep industry remains almost stat 
with the figures we quote “d you last year This shows that the present 
support program has been incapable of aiding the industry on any 
basis which would permit a price recovery. Instead, it has, in effect, 
placed a ceiling on the price of wool because the Government owns a 
stockpile of some 100 million pounds. That stockpile is hanging over 
our market. 

The Cuarrman. Mr. Willoughby, do you know if the armed serv- 
ices have any stockpile at the present time? 

Mr. Wiiuowensy. I cannot answer that but I am sure we can get 
that information for you. 

The CHarrMan. Assuming that the present holdings of wool by 
the Commodity Credit Corporation were turned over to the armed 
services’ stockpile of the Munitions Board or whatever it is called 
now, would that have any effect on strengthening the market, in you 
opinion? 

Senator ANpERSON. Mr. Chairman, I do not think it is important 
whether it has any effect of strengthening the market, but I think 
is important for the Army to have a stockpile to prevent what hap- 
pened in Korea when the market went sky high and dropped down 
again. Anytime there is any trouble the Army wants all the wool 
there is in America plus two-thirds of what there is in New Zealand 
If they had a little kitty on the side they might not get so anxious 
about it. 

If the Army has 2 million pounds; that is not an excessive stock- 
pile for the Army to carry, particularly if they exchange it each year 
for new clipped wool. 

The CHarrMaNn. Apparently no nation can fight a war without wool 
any more than they can without gasoline, airplanes, or other equip- 
ment in these days, but 1 had in mind the President’s recommenda- 
tions for setting aside certain commodities, and I was wondering what 
the effect of setting aside the roughly 100 million pounds of wool now 
owned by the Commodity Credit Corporation would have on general 
market conditions. 


STATEMENT OF J, M. JONES, EXECUTIVE SECRETARY, NATIONAL 
WOOL GROWERS ASSOCIATION, SALT LAKE CITY, UTAH 


Mr. Jones. My name is J. M. Jones, secretary of the National Wool 
Growers Association. May I answer that question, Mr. Chairman? 

The CHARMAN. Yes. 

Mr. Jones. To answer your first question, we think that the Muni- 
tions Board or the Quartermaster does have a nda rable amount of 
finished fabric for their purposes, and that is one reason why it is not 
anticipated that they would use any great supply this year 

Secondly, it has been our position that it would be much better to 
stockpile in the form of fabric rather than in the form of raw wool 
because of the difficulty of storage, costs, and the damage that may 
be done when wool is stored in the raw state 
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Further, we think that the proper manner to have a stockpile of a 
strategic commodity of this kind is really on the sheep’s back and in 
the producing areas where it can be replaced as needed. 

The Cuatrman. Thank you, Mr. Jones. 

Now, Mr. Willoughby, you may proceed. 

Mr. WiiuoveHsy. Continuing imports of wool and increasing im- 
ports of wool textiles, at insufficient tariff rates, have destroyed the 
price structure for the domestic grower in the domestic market. This 
import competition from low-wage foreign countries has caused a 
decline in sheep population in the United States from over 46 million 
in 1940 to less than 27 million in 1954. 

While our wool production was declining in the United States, wool 
consumption was increasing tremendously. Our attempts, as Ameri- 
can producers, to solve our other problems of production have been 
to no avail in face of this importation of foreign wool at prices below 
the American cost of production. As a result more than 40 percent 
of our wool-producing ewes have been sent to the slaughterhouse. 

The wool growers have not changed their minds or their position 
as to a proper long-range solution to this problem. We believe in 
the imposition of a fair and reasonable tariff on a flexible basis. Such 
a flexible tariff could adjust itself to world conditions, lower foreign- 
labor costs, or manipulations of controlled currencies by foreign 
governments. 

We still support the principles involved in the parity tariff bill 
introduced in the Congress last year by 14 Senators, including 4 
members of this committee. 

We recognize the problems faced by the Congress should they 
attempt to inaugurate a new tariff policy for the protection of domestic 
producers. We know that with both our allies and our enemies 
controlling trade with many kinds of import restrictions besides 
tariffs, that the United States trade policy cannot be revised over- 
night. 

World War II resulted in Government control of currencies to an 
extent never utilized in the trade relationship between nations before. 
The United States became the most desired market in the world 
because of the value of the dollar. All these things, we recognize, 
faced the Congress. And so the Congress did not inaugurate a new 
tariff policy for the protection of domestic producers, which would 
have permitted us to meet foreign competition in the American market 
on a fair and reasonable basis. 

We sincerely hope that Congress will be able to solve this foreign 
trade problem in the very near future so that domestic producers of 
wool or any other commodity produced on the American standard of 
living wage scale, will be given sufficient protection. 

After Congress recessed last year we had the help of our legisiators 
to an unequaled degree and I am sure it was because they recognized 
the plight of our industry. Senator Mundt and Senator Young of 
this committee were two among the Members of Congress who took 
a leading part at our national convention in the discussion of these 
problems. Throughout those months we worked with our Senators 
and Congressmen at home and in special meetings. 

They participated in a number of meetings with administration 
officials. We have been told by those officials that the administration 
is opposed to any measure which might increase tariffs at this time or 
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change the tariff concept to some flexible basis such as the parity 
tariff. 

I frankly was surprised at the personal knowledge which President 
Eisenhower had of our problem and its relationship to world conditions. 
In talking with him last month he told us that he had studied this 
matter very thoroughly and had come to several conclusions 

One of them was that the domestic wool-growing industry is essen- 
tial to the welfare of the Nation. He said that he had made the deci- 
sion that domestic wool production is needed for defense and therefore 
must be put on a sound and prosperous basis. 

Secondly, he told us that he had weighed the factors involved in our 
trade relationship with such countries as Australia and New Zealand 
which are considered in key spots in the Pacific. His decision was that 
it would be unwise to increase the tariff on wool imported from those 
countries, and he said that he would oppose any such increase. 

Thirdly, the President said that he and his administration have come 
to the conclusion that the industry can be put on a sound and pros- 
perous basis by another means. The conclusion of the administration 
is that the cost of such a program will be small compared to the cost of 
the world defense program which they feel might be endangered by 
the imposition of additional tariffs on wool at this time. 

The President outlined the principles embodied in this on ition 
which he believes will provide an incentive to build and maintain a 
healthy domestic wool industry for the national security 

Under these conditions and attempting to save our industry by 
means more in line with the thinking of Congress and the administ1 
tion, we endorse the principles contained in 5. 2911 

The present wool-support program is a recognized failure in the 
preservation of a sheep industry in the United States. The loan 
program has provided no incentive for improved or increased produ 
tion. It is cumbersome, costly to the Government, and has created 
an unnecessary stockpile which is now overhanging the industr lt 
has resulted in the Government control of grading, pl ices, and ms ae t- 
ing practices through decisious as to when and at wl at prices to sell 
the Government-owned wool. 

American wool has been taken off the market and has been replaced 
by foreign wool. This has created a floor under the prices for wool 
produced in other countries and it has failed to prope rly help the 
American growetr. 

The advantages of the proposal contained in S. 2911 over the 
program now in effect are numerous. ‘Tariff rates now in effect would 
do double duty. Money collected on competitive foreign wool would 
be used to pay the grower the price he should receive but cannot receive 
because we have an insufficient tariff. 

This seems to us to be a much more reasonable approach to the 
problem than would a subsidy program designed to take dollars 
directly out of the taxpayers’ pocket 

Wools of a coarseness and quality whie h do not compete with do- 
mestic wools are allowed to come into the country duty free. The 
duties established on competitive wools by Congress in 1930 have 
been substantially reduced by Executive action. It is therefore quite 
obvious that the tariff now in effect is only for the protection of the 
domestic producers and not for revenue purposes. With inflation, 
devaluation of foreign currencies, and subsidies to foreign exporters 
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who sell on the dollar market, the present tariff rates are definitely 
insufficient. 

It therefore is logical that a double-duty use of the present tariff 
is a proper approach to solving this problem and providing a means 
of financing a payment program. 

Elimination of a support program using stoc kpiling methods and 
Government ownership of our commodity, plus the elimination of 
Government controls of marketing, would be a major improvement. 
Wool is a commodity produced in deficiency supply in the United 
States. Most of the Government price-support programs are on 
commodities which are produced in surplus. 

Wool is heavily involved in world-trade relations of this country and 
many of our allies. We believe it right and important that a separate 
wool act be established by the Congress. This was done in the past 
for the only other major agricultural commodity produced in defici- 
ency in this country; namely, sugar. 

Perhaps most important to all of us is that this program is designed 
to provide an incentive plan. Congress would be authorizing and 
directing the Government to carry out the program to provide an 
incentive for the production of the minimum essential amount of wool 
required by the United States for its national security. 

The long-time established congressional minimum of needed pro- 
duction was set at 360 million pounds. The administration in pro- 
posing this incentive plan has lowered that minimum requirement to 
300 million pounds. It is the belief of our industry that this figure is 
too low but that is the figure established by the administration. 

So long as our Government has decided that under present world 
conditions we cannot obtain adequate tariff protection against 
low-cost foreign competition, we believe that the industry can exist 
within the framework of the principles of S. 2911. 

This is not entirely new. For a number of years Government 
policies on foreign trade in relation to world conditions have prevented 
this industry from being protected by an adequate tariff. Both the 
Congress and the industry have recognized this. During this period 
of inability to obtain the tariff, at least 8 years ago, we supported the 
direct payment method rather than the loan and stockpile method. 

In 1946 the Special Committee for the Investigation of Production, 
Transportation, and Marketing of Wool submitted to the Senate 
Agricultural Committee a bill which provided for direct payments by 
the Commodity Credit Corporation in a wool support program, and 
for the reimbursement of CCC through the use of tariff duties. This 
measure received the approval of the Department of Agriculture which 
was headed at that time by a present member of this committee, the 
Honorable Clinton Anderson. 

In the Agricultural Act of 1948 the Congress gave authority for 
direct payments as an alternative method of supporting prices. This 
method was rejected for wool by the then Secretary of Agric ulture, Mr. 
Charles Brannan. 

We recognize that direct payments were included in a plan later 
submitted to the Congress by Secretary Brannan. However, it 
involved many other factors such as controlled size of farms, units of 
production, and gross income limitations, which were distasteful to 
the Congress and the farmers of the United States. Because of that, 
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direct payments as a method of support have become associated with 
that proposal which was rejected by the Congress in 1949. 

We are of the opinion that the administration has sincerely worked 
to devise a wool program to provide an incentive for the creation of a 
sound domestic wool industry. They have reached conclusions as to 
the national security need for domestic wool production and within 
the limitations of the administration’s policies on foreign trade and 
foreign relations as established by present-day world conditions 

It is our conclusion that under the circumstances as set forth by 
the administration, S. 2911 comes as close to solving the problem of 


the domestic sheep industry as is possible at this time 

We are unable to obtain adequate tariffs. The present support 
program does not work. This proposed program would permit a 
return to normal marketing methods. It will provide an incentive 
for the improvement of quality and the increase of production neces- 
sary to the national security and welfare. It utilizes the present 
tariff to do double duty for the protection of the domestic industry. 

We therefore sincerely request action by this committee approving 
the measure and both the individual and collective action of this 
committee in securing an early passage by the Congress before the 
beginning of the new marketing year on April | 

Thank you very much. 

The CuarrMan. Thank you, Mr. Willoughby 

Are there any questions? Senator Young? 

Senator Youne. I do not think I have. Your statement is very 
clear, Mr. Willoughby. The wool industry does approve of this bill? 

Mr. Wittoveusy. Yes, sir. You heard Senator Welker this 
morning. The people from Idaho I do not think approve of it whole- 
heartedly but I think they are the only dissenters 

I would like to bring out just one other fact. When I was talking a 
moment ago, Senator Anderson was speaking about the Army having 
some wool on hand. I think it is an established fact that that is 
probably one of the features that contributed to Hitler losing his 
war. Because his men were not properly clothed and ours were, with 
wool. That has been brought out on several occasions, and I think 
it is an established fact. 

The CHarrRMAN. Senator Anderson? 

* Senator ANDERSON. Let me ask you this, Mr. Willoughby. Were 
vou familiar with the bill as proposed in 1946, S. 2033? 

Mr. Wittoveusy. I am not too familiar, Senator, but Mr. Jones, 
our executive secretary, is very familiar with it. 

Senator ANpERSON. While there are substantial differences 
between this program and 2033, were the fundamental purposes 
similar, Mr. Jones? 

Mr. Jones. Yes, sir. 

Senator ANDERSON. Very much alike, were they not? 

Mr. Jones. Yes, sir. It provided for support payments and also 
for the use of the duties to make those payments. 

Senator ANpERsOoN. At that time there had been a vast amount of 
work done on the wool situation by a great many people, had there not 
been? 

Mr. Jones. Yes, sir. 

Senator ANpERSON. They were all pretty well in agreement on the 
program. 
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Mr. Jonus. Yes, sir. We had complete agreement with all of our 
producing interests including the Idaho Wool Growers Association at 
that time, which endorsed that S. 2033. That is shown in Report 
No. 1398 which accompanied this bill S. 2033. 

The Cuarrman. Of what date? 

Mr. Jonns. Under date of May 29, 1946. May I point out one 
thing, when the questions are finished, that I would like to clear up 
from this morning’s discussion? 

The CHarrRMAN. Point it out now. 

Mr. Jones. All right, sir. I think it was mentioned by Senator 
Welker that under the circumstances this program could very well 
fall on its face—I think he used that terminology- the reason being 
that countries would import and dump wools into this country, 
breaking the domestic price to the extent that we would not have 
sufficient money to do the job. 

Of course under that circumstance we felt this way about it: That 
there is other machinery already set up in the Government to take 
care of that particular situation whenever a Government program is 
being injured or threatened with injury. We have section 22 of the 
Agricultural Adjustment Act; we also have section 7 of the Trade 
Agreements Act, the escape-clause provision, to protect us. 

We should imagine that should the Secretary of Agriculture feel 
that we were not going to have sufficient money and that we were 
being injured by the dumping of the commodity, that he would request 
the President to ask for an investigation under section 22 or perhaps 
use the emergency powers which you gentlemen gave him last yeai 
commonly known as the Cordon amendment, in an emergency of that 
kind. 

So we do not think it would be necessary to be injured. 

Senator ANDERSON. I would certainly like to dissent from that, 
Mr. Jones. I just want to point out that that section 22 has been in 
the law a long time and many Secretaries of Agriculture have tried 
to use it but they have never been able to get by the State Department. 

You might just as well state clearly that you cannot use section 22 
for anv purpose. That is why [ am a little more interested in this bill 
than I otherwise might be. I do not believe you can really depend on 
section 22 when the time comes and I think you have some experience 
with it and I am sure other people have. . 

Mr. Jones. That is just what I was going to say. We are not sure 
it would work but the machinery is there if they would permit it to 
work. We have had some very sad experience. 

The CuHartrMan. I think it has worked 2 or 3 or 4 times in the last 
14 years. 

Senator Tuyr. It was stated right here in this room that the ma- 
chinery was so slow and cumbersome that we could have the entire 
clip dumped in from Australia and New Zealand before we could get 
the first part of it under way. 

The CHatrMan. When we were threatened with a deluge of dairy 
imports from foreign countries, the President invoked section 22 and 
we had results within 30 days. It does not need to be slow. 

Senator ANDERSON. That was in the case of butter in very sensitive 
areas where you can get immediate action. When it comes to the 
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wool trade they always tuck it away in a warehouse and the sore 
thumb does not stick out very much and the section 22 does not wol 
I am not trying to quarrel with Mr. Jones because he and I have 
been on the same side of that argument 2 or 3 times, but section 22 
is a mighty slow and unsatisfactory device when applied to wool 
Mr. WitioucHsy. We were just trying to answer the Senator’s 
objection. 


The CHatrRMAN. It is very slow for nonperishable commodities. A 
person does not have to have a new suit for breakfast but he does 
have to have butter and things of that kind. It has proven that it 
can work fast. 

Senator CLeMENTs. It provides that an appropriation m 


made every year for carry ing out the Provisions Ol that bill. Does that 
disturb you at all? 

Mr. Wintovauey. It would suit us all right to set it up some othe 
way where it would be continuing. 

Senator CLeEMENTs. Are you satisfied with setting it up as provided 
in this bill? 

Mr. Wittovansy. Well, if we could not do better 

Senator CLEMENTs. You mean a revolving fund where they did 
not have to come back and get an appropriation every year would 
suit you better? 

Mr. Wititovensy. That is right. 

Senator CLEMENTs. But your second choice would be this bill? 

Mr. Wittovansy. That is right. 

Senator CLemMents. You think the wool industry would not suff 

Mr. Wit.tovansy. That is right. 

Senator Youna. I am not quite clear on how these payments ar 
made. J gather it is set up in much the same way as the price support 
program for other commodities. We appropriate, as we did the other 
day, for impairment of CCC funds as a result of losses to the Com- 
modity Credit Corporation. I think as long as there is money in the 
Commodity Credit Corporation, they could keep on paying. I am 
not sure. 

I am just seeking information on it. We are supposed to reimburse 
the CCC each year. It is really mandatory that we do so, but it 
comes a little bit differe ntly than a direct appropriation. 

Under the Sugar Act we do appropriate about $60 million a year 

ach year for it, and if we did not appropriate each year the payments 
ak | be stopped. 

In this one here, if Congress did not replace this loss impairment to 
CCC they probably could go on a year or two and make payments 
until they ran out of money. I mean that is my curbstone opinion 

Senator ANDERSON. Mr. Chairman, could we ask the Solicitor for 
the Department to clear us up on that point > I would like to know 
it too. If Commodity Credit can use all of its $8 billion to buy wool 
then it is not really important, because it could go on, if the Congress 
did not make this available because the Secretary is charged by this 
law with doing certain things, but if he should decide that he could not 
do it unless the tariff money was available to him then Senator Young 
would agree with me that it is dangerous, and | think we ought to have 
an answer. 
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The Cuarrman. I think we will ask the Department to clear it up 

Mr. Rizitey. The Chief of the Commodity Credit Division of the 
Office of the Solicitor is here this afternoon 

The CuarrmMan. I might point out that if this bill contained any 
direct or indirect appropriation, if would not be before this committee, 
and it was necessary to change a couple of words of the bill to make 
sure that we got a hearing before this committee 


STATEMENT OF GEORGE E. COOPER, CHIEF, COMMODITY CREDIT 
DIVISION, OFFICE OF THE SOLICITOR, UNITED STATES DEPART- 
MENT OF AGRICULTURE 


Mr. Coorer. The bill authorizes the Commodity Credit Corpora- 
tion to make the payments out of its corporate assets. The limitation 
on the amount of such payments at any time is the accumulated total 
up to 70 percent of the tariff receipts from January 1, 1953. 

That gives us a year and some-odd time as a start in this authoriza- 
tion. At the end of the fiscal year we then would come to Congress 
under this bill 

The Cuatrman. About how much would that give you to start 
with as a nest egg? 

Mr. Jones. About $40 million. While he is explaining that, Sen- 
ator, we have a table to show as an example of how that would work 
and continue if you would care to have that. Would you care to 
have it, sir? 

The CuatrMan. Would that be helpful in the report? 

Mr. Jones. I believe it would. 

The CuatrMan. Without objection, we will include this in the re- 
port of the hearings. 

The matter referred to is as follows:) 
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OBSERVATIONS 


It will be observed that the wool payments the third, fourth, fifth, and sixth 
years exceed 70 percent of the duties collected. However, the cumulative totals 
of payments for the 6 years are still within the cumulative totals of duties collected 
beginning with the year 1953. 

Likewise, it will be observed that at the end of the sixth year, the Commodity 
Credit Corporation has paid out $49 million in excess of the amounts reimbursed. 
This balance due the Corporation is made up in the following years when the 
duties return to a level sufficient to cover the current year’s wool payments and 
also make reimbursements for past losses 

ani Coorger. If payments were started this coming marketing 
ye: be ‘inning April 1, we would have the accumulation of 70 perce nt 
of the specific wool duties since January 1, 1953, as the authorized 
amount to start with. 

We would then have also the accumulation of each year thereafter 
as part of the authorized expenditure. At the end of the fiscal year, 
Commodity Credit Corporation would have to come to Congress and 
ask for an appropriation to restore the amount of money it had ex- 
pended during that previous fiscal year. 

There is a limitation on the amount of restoration. We would ask 
for that amount which had been expended. Congress is authorized 
under this bill to appropriate that amount expended provided the 
appropriation does not exceed 70 percent of the tariff receipts for the 
calendar year just preceding. 

At times it may be possible—as shown in this chart that was 
suggested here for introduction—that the 70 percent of the tariff 
receipts might not fully reimburse the expenditure of the previous 
year. This thing will work, however, on an extended basis because 
we will carry in accounts receivable the amounts expended and each 
year we will ask for an appropriation to go into that account. 

Senator YOuNG. What happens if Congress fails to restore the 
imps uirme nt each vear? 

Mr. Cooper. If Congress failed to restore the impairment then we 
would still have to draw on the corporate assets. 

Senator YounGc. Payments could go on a year or two? 

Mr. Coorer. Payments could go on. 

Senator Toye. Would you have a legal right to draw on that 
inasmuc h as you say you should take from 70 percent here? 

Mr. Coorvrr. The limitation is on the extent of our expenditures 
which is ahead of and separate from the appropriations. 

Senator Tuyr. That is true, but after you had drawn on the 
assets of the Corporation 1 year and you were faced with drawing on 
the assets of the Corporation another year, would you as Solicitor 
— continuing to draw on the assets of the Corporation? 

Mr. Cooper. I would have to say that this is legally permissible 
Whether it is administratively desirable is another matter. The 
Secretary would have to look to his other obligations. 

Senator Tuyr. You would hold that it is legally permissible so 
that in that respect the program would not be in jeopardy. It 
would not be a continuous program. There would be a question as to 
funds and the appropriations annually if you had a deficit insofar as 
your revenues from tariffs were concerned. 

That is the question that is in the minds of the sheepmen right now 
Are we going to be in this for 2 years and then are we going to find 
that we do not have the money, that we have a loss, that we have 
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investments here and that we have an operation that is going to incur 
a greater deficit year by year because the Government is failing in 
its support program? I am just wondering. We have got to be 
certain about that and that is why it is so important that we have 
that question completely clarified. 

1 would not go on expanding if I were a sheepman unless I knew 
definitely that 3 or 4 years from now I was not going to find myself 
with a big production, a big flock of sheep, and then have the returns 
reduced to a point where | was operating in the red. It is just 
impossible to plan in that manner. 

The CHarrMan. Isn’t it likely, Senator Thye, that if the program 
got to costing more than the total amount available from the tariff, 
that the Congress might decide it was an uneconomic program 
anyway? 

Senator ANDERSON. Let me see if this is a fair statement then: 
In view of what has just been said, if we should pass this bill, both 
Houses, and the President signing it, authorizing the Secretary to 
support these prices by direct payments in an amount equal to 70 
percent, but at what he thinks is a fair price, that until this law is 
repealed, the Secretary can go right on doing it out of the Commodity 
Credit funds whether or not the Congress appropriates each year the 
70 percent of the tariff? 

Mr. Cooper. Well, there comes a day, Senator, in which vou are 
out of funds. 

Senator ANDERSON. Yes, but until you get to $8 billion it wou 
co on theoretically. 

Mr. Coorrer. Yes. 


Senator YounGc. That is true of other commodities, too, is it not? 

Senator ANDERSON. Yes, but 1 think that answers the questio1 

Senator Youna. | think we should by all means, but if Congress 
did fail, the payments would go on 

Senator ANpEeRSON. I think that answers the question 

Senator Tuye. It leaves the prod icer in this quandary that maybe 
Congress would not appropriate next time and tl leaves them 


out it does not leave them in tl 


Mr. Coorrr. It does not leave them in that pinch. 

The CuarrMan. We have just been through that in the last 3 
weeks. 

Senator ANDERSON. Further, the amount that the Secretary pays 
out in any one year is not limited to 70 percent of the tariff receipts, 
either, is it? 

Mr. Cooprr. Not for that year. 

Senator ANDERSON. Or any other year? 

Mr. Coormr. Yes. 

Senator ANDERSON. Why? 

Mr. Coorrr. The accumulation of his payments at any time cannot 
exceed the accumulation of the tariff receipts of 70 percent. 

Senator ANDERSON. Payments are tied to accumulated receipts so 
that he has to stay within that figure. 

Mr. Cooper. Yes. 

Senator ANpEeRsON. As far as I am concerned, that clears up that 
question for me. 

The CuarrmMan. Mr. Cooper, does this limitation on the amount 
which can be used in supporting prices apply only if the payment 


lat quanaary 
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method is used? It does not apply, does it, if the price is supported 
through loans? 

Mr. Cooper. That is correct. The 70 percent limitation is a 
limitation only on payments. 

The CHarrMAN. On the payment system? 

Mr. Coorvrr. Yes. There is no limitation on loans. 

The CHarrMan. On loans or purchases? 

Mr. Cooper. That is right. 

Senator CLemMeNnts. As I understand, Commodity Credit can never 
exceed in payments an accumulation of 70 percent of the tariff? 

Mr. Coorrr. That is right. 

Senator ANDERSON. In addition to that, it can make purchases? 

Mr. Coopsr. Yes. 

Senator ANpERSON. In addition to that, it can make loans? 

Mr. Coopser. Yes. 

Senator ANDERSON. So under this legislation it can be doing three 
things at the same time? 

Mr. Coopsr. Yes, it could, if it were desirable, but as the Assistant 
Secretary this morning said, it is not anticipated that there will be a 
loan program and a payment program at the same time. There would 
be no loan program except in the transition program. 

Senator ANDERSON. It seems to me it would be unwise to have a 
loan program while you are having a payment program. 

Mr. Wittovcusy. That is what we are trying to get away from. 

Senator ANDERSON. Wouldn’t it be better to have a limitation that 
you cannot have the two run at the same time? It is pretty hard to 
be able to put wool under a loan program and wait for a full year and 
say “I guess | will sell now. I will go ahead and sell it; having waited 
for a vear and gambled with this thing, I will sell now and take my 
incentive payment.” 

Mr. WittovGupy. (do not know the language used in the bill, but 
what you are getting at, Senator, is that a loan program and a direct 
payment would conflict. 

Senator ANDERSON. I do not think they ought to be going on at the 
same time. 

Mr. Coorrr. I do not believe they would. 

Senator ANpDeRSON. Why not make it impossible? 

Mr. Jones. May I answer that question? You will notice it pro- 
vides for support of both mohair and pulled wool. As long as the 
shorn wool program is having payments I do not believe at any time 
they would anticipate any other form but inasmuch as the President 
has provided a program for support of pulled wool and mohair it 
might be desirable to have a loan program for mohair if it were in 
distress or for pulled wool, and the reason we were willing to accept it, 
thinking it was advisable, was that in the event they had difficulty, 
they could change it. 

Senator AnpeRsON. Do you think they should be able to have both 
payments and loans at the same time on shorn wool? 

Mr. Jones. No, sir. Only during the transition from the present 
loan to an incentive payment program. 

The Cuarrman. The Chair has received an interesting communica- 
tion. Chairman Brossard of the Tariff Commission sends word that 
the Tariff Commission report on wool went to the White House at 
2:35 p.m. today. That was 32 minutes ago. 
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Mr. WitLovuGcuBy. The President is out of town; is he not? 

The Cuarrman. They will probably rush it out to him. 

Senator THyr. I would like to pursue this one question about 
whether you would grant loans or whether you would have this sub- 
sidy payment. If you would grant loans you would have to have 
qualified personnel standing by in order to grade the fleeces as they 
came in which would seem to me to be a terrific overhead in personnel 
and administrative expense. 

It just seems impractical to think about having the two programs 
administratively functioning. 

The CHarrMAN. We could take care of that in a bill, I think, so we 
will not be in trouble at all. 

Senator ANDERSON. One other thing, though. I do not mind going 
along for quite a while on this matter, but do you feel that if there 
were loans, that those loans should be more than 90 percent of parity? 

Mr. Jones. No; we do not think that they should be 

Senator ANDERSON. I realize that there may be an objection to 
putting that limitation on this payment. 

Mr. Jonrs. To shorn wool? 

Senator ANDERSON. Yes. 

Mr. Jonus. I think it would be all right to limit it to shorn wool. 

Senator ANDERSON. When a man comes in for a loan | hate to have 
him borrow more than 90 percent of parity when the fellow who has 
cotton and various other products cannot get more than 90 percent of 
parity. 

Mr. Witioveusy. I think that would be acceptable 

Senator Barretr. Mr. Chairman, has it been developed here that 
there might be a necessity for a loan program during the transition 
period if the payment plan went into effect? I assume nobody would 
object to that. 

Senator ANDERSON. No. 

Mr. Jones. That is at 90 percent of parity 

Senator ANDERSON. There would be no objection to that at all, but 
I do believe once you start the payment route and it is available and 
the loan route also and the man can come in and say, I have got all this 
wool available; I will tender it for a loan, and I will see what happens 
to the market and then at the end of the period dump it and say, “I 
have decided to take advantage of the payment route.’ I think that 
is bad. 

Senator Barretr. Might I ask the witness one question? 

The CHAIRMAN. Senator Barrett. 

Senator Barretr. The members of the industry who have talked 
to me about this legislation over the past few months have always 
insisted that provision should be made in the bill that the tariff 
would not be disturbed while the payment was in force and effect 
The question I would like to ask you, Mr. Willoughby, is this: Do 
you think that the industry would be satisfied with the assurances 
given this morning by the Assistant Secretary that the Administration 
has no intention of disturbing the existing tariff during the life of this 
program? 

Mr. Wiiutovuauey. I believe that is as far as we can go Senator. 
Of course I do not know what other way you could cure that, how 
you could get it nailed down any tighter. 
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Senator Barrerr. The industry takes the position of course that 
the income from custom receipts is the only means in order to continue 
at the present rates. 

Mr. Wittovenupsy. Yes; it would have to continue in order to 
stabilize this present program. 

Senator Barrerr. There was some talk this morning about pay- 
ments as I recollect; the Assistant Secretary mentioned 60 or 62 
cents, perhaps as a figure that the Secretary might arrive at, although 
he said he did not know what figure might be had, but those figures 
were Mentioned, anyway. 

Also there was some discussion here about the possibility of having 
payments that might be double the present parity, or something of 
that order. 

Do you have any idea just how much these payments should be in 
order to provide for an orderly development and growth of the sheep 
industry so that over a period of years you would attain a production 
of 300 million pounds of shorn wool? 

Mr. WitLtovuGusy. Senator, I would like to answer you this way: 
The industry does have a formula that we think would be helpful in 
arriving at that payment. We think we could defend it. 1 believe 
Mr. Jones could elaborate on it better than I could. We have all 
worked it out but he has it on his mind a little better than I do. I 
think we have a formula that would be most helpful in arriving at 
what incentive payment would be necessary to increase this produc- 
tion and sheep numbers. 

Senator Barrerr. I did not want to go into the details of any 
formula but I thought roughly speaking you might say a figure that 
the industry thinks would be necessary in order to bring this produc- 
tion up over a period of years. 

Mr. Wittoucusy. We can defend and we think we can justify a 
69-cent level, cost of production—I mean for the shorn wool—in the 
overall picture. 

Senator THyr. Where would that be in relation to parity? 

Mr. Wittovuauey. At present it would be just a fraction above 62, 
wouldn’t it? 

Mr. Jongs. No. Just 10 cents. 

Senator ANpERSON. It would be 130 or 140 percent? 

Senator THyr. Where would that 62 or 69 cents be in relation to 
parity? 

Mr. Jones. It would be 10 cents a grease-pound higher, Senator 
Thye. 

Senator Tuyr. Just put that in simple language that I can under- 
stand. Would it be a hundred percent of parity? 

Mr. Jones. You want a percentage? 

Senator Tuyr. Would it be 110 or 120 percent of parity? 

Mr. Jones. You are asking now about the parity, not the support 
level? 

Senator Tuyr. | want to know what the 69 cents a pound for wool 
would be in relation to parity. 


Mr. Jones. To the present 100 percent of parity. 

Senator Toye. It is what they would declare parity to be and the 
formula used to arrive at parity. 

Mr. Jones. 115 percent of the present parity. 
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Senator Barretr. That would not be the support level. That 
would be what you would conte nd would be a comparable price al qd 
you would reduce that to 90 percent of that for the payment level o1 


the incentive level. Is that not right? 
Senator TuHyr. No. I think we are getti off the bean Ly 
other words, a loan would be not higher than @0 reent of parity 


a loan basis. 

Mr. Jones. Yes, sir 

Senator Toyz. But your incentive program would be on the bas 
that you ought to have 69 cents a pound for wool so that whatever 
you drew off your 70 percent accumulated from the tariff would be 
used to support it up to about 69 cents a pound which would bé 


equivalent to 115 percent of parity. Am I to understand it in that 
manner? 
Mr. Jonss. Well, we think there is a rar there that the Secretar 


would have the authority to establish. What he thinks is an incentive 
level. You have asked the specific question as to the level: We thu 
it is in a range between 62 and 69 cents and he could defer d It and \ 
could defend that program. Sixty-two would be 90 percent, 69 
would be 100 percent of what we think the incentive level is. Ws 
feel if the Secretary set it within that range that he could justif 
and we could justify it. What he might set, we do not know. 

The CHarrmMan. How could you estimate the cost of the value of 
the wool without being able to estimate the cost of the val ic ot the 
sheep, too? Did you consider that? 

Mr. Jonrs. Yes, sir, we did 

Senator ANDERSON. Fifty-two cents that you now have is 90 
percent of parity? 

Mr. Jonss. Yes, sir 

Senator ANDERSON. Fifty-eight cents is : 1undred percent of 
parity? 

Mr. Jones. Yes, sir. 

Senator ANDERSON. Sixty-nine cents is about 115 percent of parity 

Mr. Jones. Yes, sir. 

Senator ANDERSON. Those are parity figur 
that we were using were incentive values. The incentive value might 
be 69 cents which is about 115 percent of parity, and 90 percent of 


} 


that value, which is not a parity figure, would come down to 62 cents 


Mr. Jones. That is correct, sir. We think the range would be 
between 62 and 69 in the initial stages of this program to see what 
would do to the sheep industry. 

Senator Tuyr. That is what I wanted to get at and I wanted to 
know what relation to parity that would be because somebody is 
going to ask us that question and this record is what we are going to 
have to turn to. 

Senator Barretr. The 62-cent payment would be about 105 
percent of parity. 

Mr. Jonzs. Yes, sir. 

Senator Youna. I think it is recognized by most all of us that no 
matter what parity formula you use it does not quite do justice to 
wool. Whether payment is at 115 percent of parity or thereabouts 
a woolgrower is not going to get rich. 

Mr. Jones. That is right. 








5S WOOL PROGRAM 


Senator ANDERSON. It does not do justice in many instances. It 
is way too high in eggs as far as the ratio is concerned, it 1s Way too 
low in dairy products, it is generally way too low in livestock products. 

I mean we talk about parity because it is the best yardstick we have 
to measure, but we recognize it goes off on many of these commodities, 
as Senator Young says; but if you have got the 69 cents, and two- 
thirds of our apparel wool is coming in from other countries, are vou 
at all afraid that you might price it out of the market beeause the im- 
port price is going to follow this price right on up? 

Have you ever made a study of the import prices? They just follow 
our support level right on up. 

Mr. Jones. On this program we are changing from that support 
level to a free-market level so that it will not be affected by the price 
of imported wool, but the difference would be made up then, too. 

Senator THyr. You would be paying about 62 or 69 cents on the 
cash market, and then the balance would be made up in the so-called 
subsidy payment. 

Mr. Jonrs. Yes, sir. 

Senator Tuyr. Therefore, your market would not reflect 69 cents? 

Mr. Jones. No, sir. 

Senator Toys. It would reflect possibly down here at 58 or 62 cents? 

Mr. Jones. Yes, sir. 

The CHarrMaANn. You will recall that during the war we had to go 
as high as 130 to 140 percent on certain commodities in order to get 
sufficient production. That was true of flax, because we got caught 
short of linseed oil. 

[t was true of dairy products, and it was true of other products. 
Senator Youna. What effect would it have on the market 
adversely rather—if we fed, say, 20 million pounds each year of the 

surplus into the market in order to get rid of it? 

Mr. Jones. I don’t see anything wrong with that. 

Senator Youna. | think it would be advisable to establish some 
kind of rate rather than dump it all at one time or something like that. 

Mr. Wittoveuesy. ‘I think that would be all right. We are way in 
deficiency production right now. We might consume all that and 
not have any surplus. 

Mr. Jones. The only trouble is that the 100 million pounds is not 
any great inventory. I think Senator Anderson mentioned that too. 
It is only about a 2 months’ supply. It might be necessary to move 
it in at a more rapid rate than the 20 million, for example. 

Senator ANDERSON. When the war ended the British had a 10-year 
supply of wool on hand. It was hanging over the world market and 
everybody wondered what was going to happen about it. It disap- 
peared in about 3 years. I don’t know where it went to, but it 
disappeared very quickly and this will disappear very quickly. I do 
think I ought to put in the record that if the price ranges between 62 
and 69 cents, with an average around 63 cents that we have here 
and you had 20 cents in payments, that would mean that you had a 
world market of 42 or 43 cents, which might greatly stimulate the 
importation of wool. 

If we could get a little bit of the protection that Senator Thye and 
Senator Young were mentioning today of not letting some other 
country take advantage by dumping on our market, we might clean 


up the surplus in 2 or 3 months at that price. 
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Mr. Jones. There was some indication that this was an open-end 
level, that this might go up too high. I was wondering if there was 
any difference than under the present law where the Secretary has 
the authority to go above 100 percent of parity with no limit 

The CHairMAN. The only difference is that there is a specific goal 
set here and not specific goals in regard to other commodities 

Mr. Jones. But would you be concerned over the Secretary's 
setting this so much higher than he would for other commodities? 

The CHAIRMAN. I would not expect any Secretary who wanted to 
remain Secretary for any length of time would abuse this law. 

Senator ANDERSON. | think this ought to be said: that if the 
secretary tries to get up to 300 million pounds he is going to have to 
put the price so high that the American public is going to be mad, 
and you wool people ought to be satisfied if he gives you the price 
support without actually bringing about tremendous increases in the 
number of sheep in this country. 

He can try to, but he can not get the job done in the next few years. 

The CHAIRMAN. Haven’t we got to consider that a price which 
would normally be regarded as an incentive price, which fails to 
produce the desired results, would indicate failure of the program 
anyway? ‘That is, if a reasonable support price didn’t produce the 
results it is not likely that an unreasonable one would, although I 
suppose it could. 

Senator ANDERSON. It would seem to me if the Secretary of Agricul- 
ture set a level that got us up to 250 million pounds of wool in 3 or 
4 years, that would be doing pretty cood | would not WOrTry whether 
he got up to 300 million. If he got up to 270 million in 10 years, | 
would not worry, just so the sheep industry does not die and start 
down che other way. 

‘Lhe CuarrMan. That is right. Thank you, Mr. Willoughby. The 
Chair is glad to note the presence of Senator Dworshak of Idaho. 
We are glad to have you here, Senator Dworshak. We have two more 
witnesses scheduled. Mr. Lemmon, president of the National Wool 
marketing Corp. Mr. Lemmon. 


STATEMENT OF JAMES H. LEMMON, PRESIDENT, NATIONAL WOOL 
MARKETING CORP., LEMMON, S. DAK. 


The Cuarrman. Mr. Lemmon is from the town of Lemmon, S. Dak 

Mr. Lemmon. Before I start my brief testimony, Mr. Chairman, 
I want to express my appreciation for this opportunity to present 
my views on this. I want to say that the discussion of the Senators 
and the Solicitor have helped my thinking considerably. There are 
some of the matters that were in doubt up until this discussion took 
place, so I think I have been profiting by the discussion as well as the 
members of the committee. 

My name is James H. Lemmon, of Lemmon, 5. Dak. I am speak- 
ing principally as a producer of sheep and wool. I am also president 
of the National Wool Marketing Corp., which with its affiliated State 
or regional wool marketing associations, market wool and assist in 
the financing of 72,000 woolgrowers located in 30 States throughout 
the United States. 

The reason for my and our organizations being particularly inter- 
ested at this time in wool legislation is because of the fact that the 
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cost or the fixed necessary expenses incident to the production of 
sheep and wool have now reached a point where the necessary and 
fixed expenses—that is a subject matter on which I intend to dwell 
a little, Senator—are in excess of the income received from the prod- 
ucts sold and produced from the sheep the producer is running. Unless 
some permanent form of price support is forthcoming at once, the 
inevitable outcome is that the producer of sheep will be put out of 
business, or in other words “go broke.” 

| have made a rather intensive study throughout the past several 
months, and I am not playing with the subject of parity, Senator 
Anderson, as much as I am costs, and in this study [| have made | 
have lying here at my left a memorandum that I prepared last spring 
not only as to the cost of producing sheep, but cattle as well. That 
definitely brought out a great surprise to me. When I compiled this 
estimate that was, I think, very accurate—and in the few months 
that followed I proved it was definitely accurate—it did prove to me 
that in the area where I operate and have some knowledge of opera- 
tions that the cost of producing both sheep and cattle were in excess 
of the anticipated income. The later drop in prices made that more 
flagrant than, | at that time even, anticipated, so I am devoting my 
discussion more to the thought that fixed necessary expenses are still 
exceeding the anticipated income from an operator who is efficiently 
operating. 

Senator ANDERSON. How about the cost of producing beef? 

Mr. Lemmon. I never tried it that way. I did it more like an 
operator would. This thing will take your wind away when it shows 
$15 a head for cost of running cattle and $13.24 for the cost of running 
an outfit of sheep. In order for it not to appear that that is just a 
notion of mine and that I have pushed that up in my thinking, I will 
say that there have been some slight economies accomplished in the 
outfits in which I have an interest since the time I worked on that, that 
there have been some slight economies. 

It has got down to where I don’t know how we can get it much 
lowe! Toward the end of stabilizing the wool-producing industry, 
we respectfully ask that your committee do everything possible to 
assure the sheep industry adequate income to at least meet their 
legitimate operating expenses. Congress has determined by their 
action that wool is a strategic commodity and the Military Depart- 
ments have concurred in this conclusion already reached by the 
Congress. It has also been determined by the Congress that the pro- 
duction of wool is a necessity in our peacetime national economy. 

It having been conceded that it is necessary and advisable to 
increase production of wool in the United States, then it follows that 
increased production cannot be anticipated unless the producer of wool 
can be assured of a reasonable degree of stabilized income. Toward 
this end, after 2 days of discussion which was held on the 11th and 12th 
of this month, the directors of the National Wool Marketing Corp.. 
which is the parent corporation of 22 State associations of which both 
North Dakota and Minnesota are members, and also as Senator 
Welker has in his State—and they voted in concurrence with our 
findings—and the managers of our State associations instructed us to 
give our support and asked for legislation supporting the principle of 
the incentive payment plan for wool. This decision was reached after 
a thorough consideration of all the factors involved in which our 
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organizations recognized the fact that the present loan support pro- 
cram for wool is creating a stockpile of wool 

This stockpile, incidentially, is being created DY factors that we do 
not fully understand. I am not a technical man. I am actually a 
producer. Iam a president of National Wool Marketing Association 
by virtue of the fact that I am a wool producer. but I have set out 
some of the things, Mr. Chairman, that have probably created some 


of that misunderstanding that we don’t fully understan 


I (i 

Kor example, | think, a lack of tariff enforcement We have lon 
believed, or at least | will Say that I have long believed, that for one 
simple thing, that the shrinkage on the wool for the purpose of col- 
lecting the duties has not been correct. The determination of the 
shrinkage is off and therefore the amount of tariff was not as much as 
the Government should have received. 

The manipulation of exchange rates by foreign countries so as to 


make it more desirable to send the wool in here in competition, and 
Lax privileges by foreign countries—some countries might show some 
tax-exempt status to people for the sake of making it more desirable 
to put their wool over here and get our dollars 

Senator ANpERsON. I don’t follow you. 


Mr. Lemmon. My understanding has been that some countries 
may allow certain tax exemptions on the profits of the importation of 
wool and wool goods into this country. Am I right or wrong? 

Senator ANpERSON. I don’t know. I have heard that, but neither 
one of us ought to testify if we don’t know. 

Mr. Lemmon. I don’t know myself. 1 am just mentioning one of 
the things that has been cited to me. Subsidies such as granted by 


Argentine and Uruguayan Governments on the previous exchange 
rate, for example, on wool tops. ‘Those are just some of the things 
we do not understand. It would appear that the price of foreign 
wool, plus the tariff, should result in our domestic wool being moved 
on the open markets. This has not been the result, otherwise the 
stockpile would not be in existence. 

There seems to be prima facie evidence as to that. The incentive 
payment plan anticipates the offering of wool on the current market 
and the sale of this domestic wool on the current market would 
alleviate, if not completely do away with, the creating of a stockpile. 
We also feel that the incentive payment principle, if used to support 
wool prices, can be administered with much less cost to both the 
Government and the producer of wool. 

We note that in the new proposed bill, S. 2911, that nothing is done 
to prohibit the raising or lowering of tariffs on wool. If the tariff 
should be lowered it is evident that the amount of money required to 
make payments under the incentive payment plan would be larger. 
The price of wool on the open market would then decline to meet the 
value of foreign wools plus the existing tariff. 

Our interpretation of the bill is that 70 percent of the duties—and 
that has been more or less cleared up since I wrote this—collected 
from importation of wool and manufactured wool products will be set 
aside to reimburse Commodity Credit Corporation for the money paid 
out under the incentive payment plan. ‘The lower the tariff the 
greater the amount of money that would be expended under the 
incentive payment plan and there would be less money received from 
duties collected to reimburse the Treasury for this outlay of funds. 
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This bill should be written so as to make the legislation permanent 
and this discussion today helped me quite a littlke—and not be depend- 
ent on annual appropriations by Congress to provide the funds with 
which to carry out the objectives of the incentive payment plan. 

The CHarrMAN. You understand if that were provided for in the 
bill that the bill would go to the Appropriations Committee and not 
the Committee on Agriculture, and we would not be having you here 
today. 

Mr. Lemmon. I got that since I dictated this. I realized it was 
like all regulations, but I did not realize that until after I had written 
this. 

The CHatrMan. The Appropriations Committee could take that 
step, but this committee could not. 

Mr. Lemmon. I am leading on to another point, Senator. If 
placed on an — appropriation basis, the uncertainty as to the 
price of wool, or in other words, the income to the grower would cause 
many to be Ivasidanst about undertaking a program for expansion or 
even maintaining their present rate of production, rather than being 
encouraged to increase production toward the goal of a domestic 
production of 300 million pounds of wool. 

While we are pleased with the fact that the writers of the bill have 
anticipated the advisability of increasing the production to 300 million 
pounds of wool, it still occurs to us that possibly this goal is set at too 
low a figure and I am wondering if we have sufficient assurance that 
when the goal of 300 million pounds of wool has been reached that the 
producer of wool can depend upon price supports legislation being 
extended. With 300 million pounds being only slightly over 30 per- 
cent of our domestic consumption and our population rapidly increas- 
ing, it would seem advisable to us to lift this anticipated goal even 
= the 300 million pounds set out in this bill. 

[ again want to tie the incentive payment plan, whenever the goal 
is reac ched, to say that if fixed necessary operating expenses have gone 
down at that time to a point that in order for the producer of wool 
and lambs to make a reasonable profit or break even, then I can see 
that the incentive payment would not necessarily be too great. I 
think it all should be hung on to whether or not he is losing money or 
whether he is making money. 

The incentive payment should be geared to that, either after the 
goal is reached or before the goal is reached. It is a question of 
whether or not he is gaining in his operation or whether he is losing. 
The fact has already been touched on that in order for one who is 
producing sheep to feel justified in putting the effort, the labor, and 
the capital into maintaining his production, or increasing his produc- 
tion, that he must be able to look ahead with a little more certainty 
than he has. It takes a long time to do that. A lot of people don’t 
understand how long it takes. 

[ would say that in 1937 I started my present production program 
to increase my production per unit to be more efficient in all my 
operations, and I haven’t reached there yet. I would say that it will 
be 4 or 5 years yet before I could reach that point—so my statement 
is to the effect again that ovectthing 4 in my opinion could be hinged 
to a dependable program that would assure a reasonable earning, not 
an excessive earning, based on the cost of operation versus the income. 

[ thank you. 
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Senator Ture. Let me ask a question in connection with this: 
Do you operate a large enough unit so that you are dependent upon a 
sheepherder to handle the sheep or are you fenced so that you just 
let the sheep out in pastures and they teke care of themselves pretty 
much throughout the summer months? 

Mr. Lemmon. My personal operations, Senator, of course is on a 
larger basis than that. My personal operations are on a large basis 
but throughout the country as a whole 

Senator ANDERSON. Can’t you have a large basis both with sheep 
herders and with fenced operations? 

Mr. Lemmon. Yes. 

Senator ANDERSON. Which are yours? 

Mr. Lemmon. Mine are large and outside of a fence 

Senator THyr. You are outside of a fence? 

Mr. Lemmon. Yes. 

Senator Toye. That is the question I was trying to get established. 

Mr. Lemmon. However, there are some of the fellows changing 
over to a fence in our area. We are not like Texas where they have 
fencing extensively. There are some doing it. I think the fenced 
men eventually are going to have cheaper operating on their units 
than I have. 

Senator Tuyr. The main purpose of the question was to try to 
ascertain whether you had had difficulty maintaining the help, and if 
you have been able to expand your operations, even in view of the 
fact that it was so difficult to get help. 

Mr. Lemmon. That I will have to speak for individually but the 
industry as a whole has had trouble and they could not have gotten 
help. Personally I have not had that trouble because we have been 
there a long time and we just naturally get help easier than the aver- 
age. You know that, Senator Young. But the industry as a whole 
has had trouble in getting enough help to expand their operations. 

Senator Tuyr. That had always been one of the reasons why we 
were faced with a decline out in the western region. We couldn't 
get the sheepherders. 

Mr. Lemmon. That is a problem, plus the fact that they had a lot 
of other things. You can’t mechanize the sheep industry. The range 
sheep industry is very difficult to mechanize. They weren’t able to 
reduce their expenses, therefore their expenses stayed up. It wasn't 
adaptable to mechanization. 

Senator ANDERSON. Is it a question of that or a question of whether 
you can fence and get away from labor costs. | think that farmers 
use tractors not because gasoline is cheaper than feed for a horse, but 
because a tractor walks faster than a horse and you can cut down your 
labor cost. 

Mr. Lemmon. That is right, but when you start to discuss whether 
vou should or should not fence, there are a hundred factors that go 
into that. A man might have a unit that was well adapted to the 
program of fencing, but not every outfit does. There are section lines 
and water facilities. In your State of Mexico some of them are fenced, 
as I know. 

Senator ANDERSON. Those who are fenced have done pretty well 
and those who haven’t fenced haven’t done quite as well. 

Mr. Lemmon. And there is the question of permanence of the land 
that vou are running over, so that you can afford to put fences on the 
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land. A lot of it is leased land and a lot of it is Indian land. Maybe 
you can’t afford to put fences on a lot of that. 

Senator ANDERSON. How do you understand the basis on which the 
payments will be made to you? If you are going to explain this to 
your next door neighbor, how would you explain it to him. Payments 
are being utilized. Not loans. 

Mr. Lemmon. You take the figures and I will take the theory. Let’s 
suppose that the Secretary established 60 cents for that wool. 

Senator Tuyr. You will not have Mr. Anderson along with the 
figures. You are going to be alone. 

Mr. Lemmon. I will not worry about it. 

Senator Tyr. You are going to be alone when you explain this 
and Mr. Anderson won’t be with you. 

\[r. Lemmon. Let’s suppose that the Secretary of Agriculture es- 
tablishes 60 cents on this wool. Suppose the average sale of all the 
wool in the United States is 50 cents. Then the incentive payment 
will be really 10 cents. That will be, percentagewise, 10 cents or 20 
percent of 50 cents. My understanding is that at the close of the 
season I would be entitled to 20 percent of the 50 cents if I sold for 
50 cents in that case, on an average, if I sold for 50 cents then I would 
be entitled to 20 percent of 50 cents, or 10 cents. 

If I sold at 40 cents, I would be entitled to 8 cents. 

Senator ANDERSON. How do you get that? That is what is begin- 
ning to worry me. 

Mir. Lemmon. How do I get that? 

Senator ANDERSON. Yes, under the law. Let me read the law again 
to you: 

If payments are utilized as a means of price support, the payments shall be 
such as the Secretary of Agriculture determines to be sufficient when added to the 
national average price received by producers 
that is 50 cents— 
to give producers a national average in terms of the commodity equal to the 
support price level therefor 
or 60 cents. 

That is a flat 10 cents in every case, isn’t it? 

Mr. Lemmon. No, not as I understand this. 

Senator ANDERSON. Where does it say percentage? You read me 
the law 

Mr. Lemmon. What is that? 

Senator ANDERSON. Where does it say ‘“‘percentage?”’ 

Mr. Lemmon. Doesn’t it say “percentage?” 

Senator ANDERSON. I am asking you. 

Mr. Lemmon. Don’t ask me that. I am not that technical. I 
think you will go back and find that that does say “‘percentage’’. 

Senator ANDERSON. I am trying to find it. 

Mr. Lemmon. I don’t think I could find it. 

The CuarrmMan. I think the percentage plan was brought up in 
the testimony of Assistant Secretary Rizley this morning. 

Senator ANDERSON. You see where you would be in trouble when 
you talked to your neighbor. He would make you find that word 
“percentage.” Ican’t findit. I took the bill and read it. I thought 
maybe I skipped it. Now he tells me it is not here. 

As I read this it is average received by every producer and necessary 
price. You have not pointed to the word “percentge.”’ 
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Mr. Cooper. The word “percentage” isn’t in there 

Senator ANDERSON. That is what I thought [ couldn't find it 
They told me it was here. 

Mr. Lemmon. Am I wrong in my interpretation of that? 

Mr. Cooper. That is a possible method under the law. Which- 
ever method the Secretary determines to be the most practicable 

Senator ANDERSON. He hasn’t determined vet what he is voing to 


do so we better not sav what he is going to do We imagined that 
somebody vot up to SU cents and somebod\ else got onl $0 cents 
and we decided that the fellow who sold for SO cents got twice as muc! 
subsidy or incentive payment as the fellow who got 40 cents | 


would expect it on an equal basis and if | didn’t get it | would take it 
to court early and often 

Senator YounGc. How would you determine the average price out 
in your area? Would you take the average price the wool produce 
received for his wool at Lemmon? 

Mr. Lemmon. No. 

Senator Youna. Or the price it sold for at Boston? 

Mr. Lemmon. It would be the average net price that he vot fol 
his wool. 

Senator Youna. After freight was deducted? 

Mr. Lemmon. Yes; after deducting market costs. 

Senator ANDERSEN. Are the prices relatively the same? I thought 
that was an important question Senator Young asked this morning 
He said would you base the price on what an individual small producer 
may get out in western North Dakota or western South Dakota o1 
would you base it on what a man might get in Ohio? There might be 
a difference. 

Mr. Lemmon. My interpretation of this bill—I haven’t got a legai 
mind—but it is my interpretation of this bill that the average price 
in the pocket to the grower, wherever he may live, will be taken for 
the basis of the average price at which the wool sold throughout the 
United States. 

Senator ANDERSON. You are going to have to figure every sale then 
throughout the United States. 

Mr. Lemmon. That is my understanding 

Senator ANDERSON. How much do you think the administration 
of that is going to cost? 

The CHatrmMan. The Massachusetts grower would have an ad 
vantage over the Montana grower, wouldn’t he? 

Mr. Lemmon. Will you say that again? I didn’t hear it. 

The CHAIRMAN. Your Massachusetts grower would already get a 
higher price because of his nearness to the Boston market, and then 
by getting a percentage in excess of the average national price, he 
would get a still further advantage over the West and South Dakota 

Mr. Lemmon. It would be the price on the farm, that is my 
understanding. 

The CuHarrmMan. On the other hand his costs in Massachusetts 
would be higher, too. 

Mr. JONES. I think Mr. Lemmon Is correct that this is a tari 
price, and based on the farm price for the quality and grade of the 
wool. each would recelve the amount to whi h he was ent tled The n 
of course the manufacturer, the dealer, probably could buy a clip of 


. a 1 1 
wool in Massachusetts at a higher figure because he would not hav: 
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the additional freight costs to pay that the man in the West would 
have. Whenever a man in the West buys wool he buys it on the 
basis of its value in Boston. and he takes into account. before he pays 
that farm price, what it is going to cost to get it there. 

Senator ANDERSON. Let me ask you this. We will have some 
help from the Department if it is asked to administer this bill. Do 
you expect to audit every sale of every farmer in the United States 
or do you expect to use some price for an average farm price around 
the country 
Mr. IMMascue. We would expect to use the regular reported series 
but we would have the further advantage of this data being sum- 
marized and in that way improve that series 

Senator ANDERSON. I can see where if vou were going to check 
every wool sale everywhere in the United States individually you 
might have a pretty expensive method of operation, and my guess 
is that some people who handled the wool sales might object to turn- 
ing over their records as to what they paid Isn't there a possibilits 
that once in a while they would give one man one price and the next 
man a little different price, and perhaps a better bargain due to 
length of time he was dealing with him? 

Yet you would be making public every transaction of every kind 
all over the United States. 

The CHarrMan. One man might sell his wool in the fast; week in 
April, another one the last week in June, and there might be a varia- 
tion in price of 5 or 6 cents a pound. 

Mr. Lemmon. Is it not so then, Frank, that each sale will have to 
stand on its own merits? 

Mr. IMMascue. The rate of payment, like the 20 percent that you 
used, would be based upon the announced incentive price and the 
resulting average farm price for the country as a whole as developed 
in the regular reporting service 

Mr. Lemmon. But not his own sale? 

Mr. ImMMascue. The 20 percent then would be applied to his 
account sale. 

Mr. Lemmon. That is what I thought. 

Senator ANpERSON. Mr. Cooper thinks the matter is still open and 
the secretary can decide which method he will use. You think it is 
closed 

Mr. ImMascue. Well, in the legislative bistory, and our present 
plan 

Senator ANDERSON. What in our legislative history would have 
closed it? 

Mr. ImMascue. It is not closed, but in outlining how we would 
expect to make the payments we would use the percentage method. 
Payments on any other basis would require examining each lot of 
wool for grade and shrinkage. That is an operation we are trying to 
eliminate and we can eliminate it by making the payments on a 
percentage basis. 

The CHatrMaNn. The legislative history is just beginning. 

Mr. Lemmon. It would still come back, would it not, that if that 
fellow sold his wool for 50 cents that his sale would be the basis for 
the amount of incentive payment he would get? 

Mr. ImMascue. The percentage would be applied to his account 
sale to calculate his payment. 
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Mr La MMON His OWh pavine se] a, 2 <a su 
about that 

senator ANDERSON. If the next man sold for 40 3s there cou 
be a difference in the amoun hat thev got prov crades were 
alike 

Mr. ImMMascur. No. The oth nan. if he so or 40 cents. his 
payment would still be based on that 20 percer 

Mr. Lemmon. 20 percent of the sal 

Senator ANDERSON. | am net argu 


The CHAIRMAN. One would get 48 cents 
Senator ANDERSON. I am not arg 


cuing that lf one man sells at 
50 cents and then something disturbs the wool market, down it goes 


nationally and lands at 40 cents, he not only suffers a loss there but 


> 
=> 
f 


he gets his subsidy on a different basis that 
fortunate at the time he sold it 

Mr. ImMMAscuHt He gets the same percentage rate 

Senator ANDERSON. | am talking about pennies now, not percentag 
rates. 

Mr. IMM ASCHER. Yes, he would vel a payment fcured as a pel 
centage of his selling price. 

Senator ANDERSON. You say one man gets 10 cents, the next man 
gets 8. Don’t you think he is going to get into court pretty fast 
We had one sample of that, you know. Can you pay on a different 
valuation in cotton? Can you shift payments up and down the way 
you desire, or do you have to treat them all alike? 

Mr. Coorrr. On cotton we treat them all alike; that is, all cotton 
of the same grade and location gets the same price 

Senator ANDERSON. I am afraid you will have to treat them all 
alike here. 

Mr. Cooprr. This legislation here authorizes a different system 
than what we have in cotton. There is this, as Assistant Secretary 
Rizley stated this morning: The bill authorizes administrative latitude 
in the operational details of this program for which a change can be 
made as it is proved to be desirable or experience 
desirability of the change 

Senator THyr. However, you could not treat a group of farmers 
or producers differently with their respective types in 1954 and 1955 
could you? That is what I am getting at. | wouldn’t want you to 
have the latitude in the Department of Agriculture that you would 
pay a man down here in Michigan a certain price and go to North 
Dakota and pay another man a certain price and go to South Dakota 
and pay another man a different price 

Mr. Coorer. We cannot discriminate between individuals who 
stand in the same circumstances 

Seo:tor Tuyer. | understood you to mean exac tly that and that is 
what led me to ask the question 

Senator ANDERSON. It says the Secretary may in determiming the 


support and methods of payment make adjustments for difference in 


poimts Lo the 


grade, quality, type, location, and other factors as he deems practi- 
cable and desirable It does not say bargaining power or business 
judgment, and the fellow who happens to sell on a good market sells 
at 50 cents, but sells a certam type and grade 

The next man comes along and sells the same type and rade tol 


10 cents They nre bound to ve the sume LOSI ey rit 
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Mr. Cooprr. They will get the same percentage on the sales price, 
if the percentage plan of payments is used. 

Senator ANDERSON. I know you said they would get the same per- 
centage. That isn’t grade, is it, when one man sells on a better 
market? That is one of the things we had when we considered 
putting production ip bone on eggs. One man goes ahead and 
markets his eggs in a very fine fashion and he gets a high price for 
them. The next man takes the dirty ones and runs them in and he 
gets the same price. 

Mr. Cooprr. The Secretary announces the terms and conditions of 
the program to which a man must comply. If it is announced that 
he will get only X percent of his sales price, that is all that he can get 

Senator Tyr. Just as an example, assume that a producer is 
within, we will say, 30 or 40 miles of a woolen mill. He has been a 
producer over a period of a number of yeers and he brings in the 
clean wool. I mean, it has no straw, it has no burrs, it just has 
nothing in it of a foreign nature, and this woolen mill has been pay- 
ing him a premium because they just knew this man was bringing 
this wool every year. What are you going to do with him when you 
come to give him his payments? He could market his wool at a top 
price because they know he will be in every single year with his wool 

Mr. Witioveusy. Let’s forget for a moment these incentive pay- 


ments altogether. A man has a good clip of wool. It shrinks 52 
percent and the buyer gives him so much for it. A man in Ohio has 


a clip of wool, it is full of dirt, and it shrinks 78 percent. He doesn’t 
get but 40 cents for his wool. The same thing, on this incentive 
payment, the percentage is going to be the same to every grower 

The man who has got the good wool, his incentive payment will be 
higher. It will encourage him to produce quality wool. The man 
that has got the poor qui ality does not get quite as much. 

Senator ANDERSON. That is in the law. We are not questioning 
that but business judgment is something else again. You better 
leave that out of the bill then. 

Senator THyr. You are talking to a point where it grades we will 
say 99. The other man’s wool grades 99, but this man over here 
gets 10 cents premium because he has established himself as a producer 
for a given specific mill and that mill is perfectly willing to pay 10 
cents more because it knows that this man is going to be in here next 
year and the year following as he has in the past 10. 

Now the question that occurs to me, in order that we understand 
how we are going to administer this bill, is how you are going to deal 
with these two producers. One happens to have a choice market 
because of years of practice and years of business relationship. The 
other man is dependent upon the public market. The one receives 
10 cents more a pound than the man who goes to the public market 
Now the question is, How are you going to make the percentage avail 
able to the man who sells to the public market and the man who 
receives 10 cents a pound more because he is in this special market 
where he has been furnishing wool for maybe 5 to 10 or 15 years? 

Mr. Lemmon. His ane having been in a more favorabk 
position, he simp ly would get a better deal than the fellow who had a 
poor deal. That is all iv ie to it. It is just the way you hay 
inte rpreted it 
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Senator Tuys. In other words, the man receives 50 cents on the 
public market, the other man receives 60 on the special market. The 
first would get 20 percent of the 50 and the other man would get 20 
percent of the 60. The South Dakota market might well be 5 cents 
below the Michigan market and the man would receive 20 percent 
of a 40-cent wool, and the other man would get 20 percent of a 50-cent 
wool. Iam telling you right now you will never get by administering 
that act. The South Dakota producers would say ‘You are dis- 
criminating against us because our wool is cheaper and we only get 
20 percent of a cheaper price. We are only getting 8 cents from the 
Government fund, whereas the man in Michigan, because of the 
higher price of wool due to geographical location, is getting 20 percent 
of 50 cents or 10 cents against our 8 cents.”’ 

Mr. Lemmon. In an exceptional case that might be so, but the 
presumption is that the buver of that wool when he bids more for one 
clip than another it is because of some reason that he would preter 
to have that wool over that other fellow’s wool. 

Senator Turn. It would be freight, for one thing, 

Mr. Lemmon. I am speaking as to quality. 

Senator ANDERSON. If we take out the words ‘‘other factors’? we 
cet rid of that. 

Mr. Witiovensy. That condition would prevail whether you had 
any wool program, incentive program, or any program at all. The 
quality wool would bring the most money. 

Senator Toye. That is true but geographically you know that out 
in, we will say, Montana, you are not as well off as a man with a little 
flock of sheep in the New England area who is close to the center of 
your market. When you start paying an incentive payment, then 
vou are getting down on the basis of the economics to the man and 
not on the geographical location of that man. ‘Therefore it makes a 
lot of difference whether the man in Arizona has got a 5-cent-a-pound 
freight charge as compared with the man in New England, and you 
are going to pay the one in New England 20 percent on his geographical 
advantage and pay the other man out in Wyoming or Montana a 
lesser sum of money because his wool has a freight charge imposed 
against it. 

Mr. Lemmon. There is no question about that 

Senator Ture. It is wrong. 

Mr. Lemmon. Under this bill that is true. 

Senator Tuyr. It would seem to me wrong to take funds out of 
the Treasury and make incentive payments greater to one man 
because geographically he is located in a more advantageous position 
than the other man is. You are not paying all of them the same 
amount. Your man located in a more strategic and desirable location 
to the market has a greater sum coming out of the Treasury than the 
other man, and that is absolutely wrong in my book. 

Senator ANDERSON. It seems to me it ought to be the same payment 
per pound, depending upon grade and quality no matter where the 
location. 

Senator Younc. Your present price-support program for wheat, 
for example, gives an advantage to the fellow who is closer to the 
market. Oats is a good example. The support price of oats in 
Florida is 98 cents a bushel and in North Dakota it is somewhere 
around 62 cents a bushel. There is that variation. 


reographically 
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Mr. WitLouGusy. Senator Anderson, you are not saying that 
this incentive payment should be a price per pound straight across 
the board? 

Senator ANpERSON. No; I would take into consideration, grade, 
quality, type, and location, but I didn’t know what the Secretary of 
Agriculture meant by the words ‘other factors.’’ If other factors 
means that they can come in and establish a wholly different scale of 
payments, | think you are going to be in more trouble than enjoyment 
on that point. 

The CHarrMan. We will take that under consideration in executive 
Session anyway. 

Mr. Writovensy. You think a percentage is an equitable way to 
do it on quality wool or inferior wool? 

Senator ANDERSON. No. 

Mr. WitLovensy. It is going to have to be one or the other, 
either percentage or a flat fee. 

Senator Tye. If a man’s wool is 40 cents a pound out in the West 
and it is 50 cents a pound out a little further east and you start figuring 
20 percent on 40-cent wool you derive an entirely different subsidy 
payment than you do in figuring 50-cent wool. That is what I am 
getting at. You take a rate factor and you are figuring that and you 
are discriminating against the man who has the higher freight rate 
You have got to get down to a base of units here. 

Senator ANpERSON. We have had troubles in agricultural support 
programs because of that. When we had an egg program they gave 
a much better support program in the Eastern States where they had 
a much stronger market than they did out in North and South 
Dakota and Nebraska, where they had trouble with their market. 

Senator Youna. Strange as it may seem the sugar program gives a 
higher incentive payment to the smaller producer in a long-range 
market. If you people realize that. 

Senator Tuyr. That is one reason why the sugar program has stood 
the test 

Mr. Wittovcury. What I want to get at is this: Would the per- 
centage of payments be different in the marketing cost? 

Mr. Lemmon. Do you have quality in mind? 

Senator AnprerRsON. I think there should be a difference in grade 
and quality. 

The CHarrMAN. There are a lot of factors. We want to be sure 
that we don’t enact such legislation that somebody can go to court 
and get the whole thing thrown out. 

Senator ANpeRsON. | know that certain buyers have uniformly 
paid better cattle prices to certain cattlemen for a long time because 
thev have dealt with them a long time and they know that their stuff 
fattens up well and they know a lot about it. If we started a cattle 
program and started to put it on the basis of what they were able to 
market their product for, the fellows who would get the advantage of 
it on a percentage basis are men who were already pretty successful 
in the business 

The CuHarrMan. With respect to going to court, | would like to 
call the committee’s attention to two lines on page 5, lines 21 and 22, 
which savs the determination of the Secretary under this act shall be 
final and conclusive. It seems to me a few vears ago we had a lot of 
discussion and had to exercise quite a lot of agility legislatively to 
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keep that provision from getting into several laws. It did get into 
quite a few in spite of the efforts of the Congress 
Senator ANDERSON. I don’t want to take further time on this point 
The CuarrmMan. We will take time on this later. We thank you, 
Mr. Lemmon. Mr Willoughby has one more statement he would 
like to make. 


Mr. WILLOUGHB) Do you have anv recommendation for curing 
that, Senator Anderson? 

Senator ANDERSON. I would just take out “other factors.” It 
mentions crade, quality, type, and location He ean do all the 
finagling he wants to under those four terms, I assure vou. He 


doesn’t need to have other factors in there to let him get by 

The CHarrRMAN. It will be agreeable to the committee, 1 am sure, 
to have our counsel, Mr. Stanton, go over this bill and see that we 
don’t get wording that can be misconstrued or misunderstood. — | 
want to be very sure of that. 

Senator ANDERSON. Let me explain to Mi Willoughby that any 
time you say that a man in an executive position can make determina 
tions on such a loose term as ‘‘other factors” and then you add a line 
right afterward and say his determination shall be final, you cannot 
go into court. 

Mr. WittovGcHry. That courthouse business is no good anyhow 

Senator ANDERSON. It never has been 

The CuHatrmMan. Thank you, Mr. Lemmon The next witness is 
Mr. John Baker, assistant to the president of the National Farmers 
Union, Mr. Baker. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION 


The CuarrmMan. Mr. Baker, we expected to have you several hours 
ago. 

Mr. Baker. It has been a very interesting discussion 

The CHartrMAN. | think it has been a very interesting demonstration 
of the workings of a democracy in formulating legislation 

Mr. Baker. For the record, I am John A. Baker, assistant to the 
president of National Farmers Union, a nationwide organization of 
working family farmers 

Mr. Chairman, I was greatly impressed by the down-to-earth 
testimony just given by our friend Jim Lemmon 

National Farmers Union favors enactment of this application of 
the Brannan production-payment plan to wool. It reinstitutes one 
of the features of the Aiken Act of several vears ago and it adopts the 
payment plan that is incorporated in the Sugar Act 

Although we feel that the proposal before us is not fully adequate 
from our viewpoint, we do feel that it is a long step in the right diree- 
tion. Although it falls short in important respects, the major pro- 
visions of the wool bill are consistent with the National Farmers 
Union program. The bill incorporates many of the price-support 
recommendations that Mr. Patton and I discussed with your commit- 
tee last vear on the occasion of your hearings on agricultural imports 
and exports We are gratified that these principles have attracted 
widespread support, at least for their application to wool 
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At the hearings last year, we recommended 100 percent of parity 
production payments, as our first preference, for method of supporting 
the returns to domestic producers of farm commodities that must be 
sold domestically in competition with imports. Parenthetically, I 
would like to add that the only acceptable alternative to the principles 
in this bill would be the parity tariff proposals incorporated in Senator 
Mundt’s bill. 

The bill before you incorporates the production payment principle 
and we approve it. We further suggested that such payments be made 
from the general United States Treasury as is provided in this bill. 
However, “there should be automatic appropriations, not annually 
reconsidered. Use of production payments will allow the full supply 
beyond necessary safety reserves to flow through market channels to 
consumers at prices considerably lower than if the domestic market 
price were supported by means of Government purchases and higher 
tariffs. With 100 percent of parity production payments, tariffs and 
other import restrictions could be completely eliminated. 

In connection with the use of production payments to wool 
producers, or to the producers of any other farm ¢ eres we favor 
the graduation principle as now incorporated in the Sugar Act, with 
a specific limitation on the maximum payment that could es earned by 
a single rancher or farmer. We do not believe that the general public 
interest can justify individual payments, or other support, on a 
volume of commodities of any one agricultural unit larger than the 
maximum production of a fully adequate family farm or ranch. 

Senator Anderson, if those words ‘other factors’? do mean a per- 
centage payment rather than a fixed cents-per-pound payment on 
different grades and classes, we would suggest taking out the words 
“other factors.”’ It would seem to us, Senator Thye, as you have 
pointed out, that a producer who sells his wool on Wednesday, of the 

same type, grade, and quality, should have about the same cents-per- 
pound payment as the man who sold the day before on Tuesday, the 
same grade and type, but the market was lower or higher. 

They should bave the same cents-per- pound payment rather than 
the same percentage. It not only gets around all the individual 
book keeping that the percentage system would require and also hav- 
ing to have a certified copy of the individual sales slip. But it also 
would even out this day-to-day fluctuation and this geographic fluctu- 
ation that you mentioned. 

The CHarrMan. They should get the same price for the wool, if it 
is the same grade of wool, produced under the same conditions? 

Mr. Baker. That is correct. As to the level of support, National 
Farmers’ Union favors 100 percent of parity price for the family farm 
or ranch production of all farm commodities, including, of course, 
wool. If the parity formula, as now calculated, does not result in a 
fair price, in dollars and cents, we should revise the formula. 

The proposed parity production payment program for wool would, 
we are convinced, work even better if an international wool agreement 
could be developed and put into operation by negotiation among the 
nations which produce and consume wool. ‘This is done, informally, 
under the Sugar Act. 

The wool-support program, like the supports we favor for all farm 
commodities, is fully justified, we feel, in the general public interest 
for several very important reasons: 
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1. To maintain farm and ranch income and farm-family purchasing 
power at not less than a level consistent with an expanding and pros- 
perous full-employment economy. 

2. To insure the continued production of adequate supplies for 
consumers by promoting farm abundance rather than scarcity; and 

3. To enable farm and ranch families to earn a fair share of the 
national income. 

Governmental support programs are necessary to attain these ends 
because, without such programs, farmers and ranchers must produce 
and sell their commodities at a bargaining disadvantage with other 
segments of the economy. Farm and ranch fixed overhead costs ar 
high proportion of total costs of production; such costs cannot be 
escaped by cutting back production. Moreover, farming is made up 
of many small individual enterprises. They have no effective control 
over total volume produced or over sale pric As a result of these 
factors farming and ranching is the most easily hurt segment of thi 
American economy. 

Mr. Chairman, as Mr. Patton and I recommended to vour com 
mittee last year, National Farmers Union favors the principle of 100 
percent of parity payments, such as provided in the Sugar Act and as 
you propose in this bill, for wool, for application to all farm commodi- 
ties that must compete for the domestic market with imports. Wi 
think the payment method is good for sugar and wool We think it 
would be just as good for milk and butterfat, rve, oats, barlev, wheat 
and similar commodities that must compete with imports 

We are opposed to the provision for the advertising deductions from 
production payments in section 8 of the bill 

We favor enactment of the wool bill with the improvements I hav: 
recommended. We hope the committee and the Congress will enact 
similar adequate legislation for the other farm commodities. We do 
not believe that wool is a special case, more important or in any other 
significant way more deserving of special legislation, than any other 
farm commodity. 

We should like to see the principles of the Sugar Act applied b 
legislation, in appropriate ways, to all farm commodities. We believe 
that enactment of the proposed wool bill will be a desirable precedent 
for future application to other commodities. We believe, therefor 


that all family farmers, and the general public, as well as those who 
produce wool. will be benefited by enactment ol th Ss rill We shall 
support enactment by Congress of parity production payments for 
wool and will be proud to have it said that we were associated with the 
effort. 

Senator CLEMENTS What was that Vou said vou opposed in sectiol 
8 of the bill? 

Mr. Baker. That is the authorization of the Secretary to enter into 
agreements to make certain deductions from the production 
to obtain the fund necessary to defray the expenses incurré 
promotion and national, State, and regional advertising 

Senator CLEMENTs. How do vou think that expense should be met 

The CuarrMan. I think the National Association of Wool Manu 
facturers raised the question, and they wanted to make sure. M1 
Hester says: 


| ivment 
rT 


1 in sales 


The only amendment which the wool trade suggests is that section 8 on 
page 6, line 11, after the word ‘‘engage”’ there be inserted a comma followed by the 
words ‘‘or whose members are engaged.’’ Section 8 of this bill authorizes 
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Secretary of Agriculture to enter into agreements with or to approve agreements 
entered into between marketing cooperatives, trade associations or others engaged 
in the handling of wool. It is not clear, we believe, as the bill is presently worded 
whether these agreements may also be made with organizations which themselves 
are not engaged in the handling of wool but whose members are so engaged. 
Through the efforts of the wool trade and others there has recently been organized 
a nonprofit corporation known as Wool, Ine., the sole purpose of which is the 
promotion, through advertising, of wool as a fabric. Wool, Inc., is not itself 
engaged in the handling of wool, but all of its members are engaged in this business. 
The purpose of our suggested amendment is to remove any possibility that Wool, 
Inc., or any organization similarly situated, would not qualify under section 8 of 
this bill. 

That covers a different aspect than you were referring to. The only 
reason I read that was because this statement was handed me just as 
we began this hearing and I haven’t had time to read it. I am sorry | 
interrupted, but I didn’t know but that that pertained to the same 
phase of the question. 

Mr. Baker. In the first place, Senator, section 8 is not price-support 
legislation. It is a different subject entirely. It is a type of activity 
now conducted by other organizations without the special help and 
assistance and authority as here of the Secretary of Agriculture—I 
believe the American Dairy Association, Wheat Producers Association, 
and others. If the production payment is justified on other bases, 
for being at the size that the rest of the proposed act says it should be, 
then why take a deduction for an extraneous purpose out of that. It 
seems to run contrary to the major purpose of the rest of the bill. 

The Cuarrman. That is something that would be handled under a 
marketing agreement act or cooperative act you think? 

Mr. Baker. Correct. 

Senator CLeMEnts. I| just wanted to get his view as to the reasoa 
he thought it should be 

Mr. Baker. I think the American Dairy ee for example, 
has engaged the services of, I believe, Bing Crosby or Bob Hope. 
Where it is voluntary contributions of producers that are financing a 
program of that type, it has one psychological reaction to producers, 

On the other hand, if the Department of Agriculture had the police 
power to require the 2 cents out of each production payment be 
available to finance a singing and inning television program, it might 
not have the same psychological impact on a farmer in South Dakota 
wr Wyoming. 

The CuairMan. I think the suggestion is worth consideration as 
the Members of Congress write their constituents. 

Mr. Baker. It would be critically discussed, | am sure, if it were 
done. 

The CHarrMan. Thank you for the statement you have made, Mr. 
Baker. 

Mr. Baker. I would like to add just one thing, Senator Aiken, to 
be sure that I understood it correctly, that this bill in any normal 
vear actually proposes to support wool at between 105 and 115 percent 
of parity as calculated by the present formula. 

The CHatrMan. That would depend on one’s interpretation of the 
testimony given here today, I would say. 

Mr. Baker. With a maximum of 69 cents or 115 percent of parity 
and a minimum of 62 cents or 105 percent of parity. 

The CHarrMANn. I would say those were tentative figures. 
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Mr. Baker. It reminded me a little bit—I was talking to Mr 
l.emmon just before we both testified. You will remember, I believe 
it was last year or the vear before, before this committe: Mr. Talbot 
had just testified in favor of a 100 percent parity support for wool and 
one of the Senators asked Mr. Lemmon if he thought that was the 
right amount and he said, “No, it ought to be 150 percent of parity.’ 

The CHarrMAN. We have had 1 or 2 communications from people 
who may desire to submit statements for the record 

Without objection, if we receive those within the next 2 or 3 days 
and they pertain to the subject under consideration, they will he 
incorporated in the record. 

Senator CLemMENts. Mr. Chairman, when Mr. Lemmon was a wit- 
ness before the committee he suggested a number of States that were 
represented on the committee had units of the National Marketing 
Corp. in their State. I want him to know that the president of the 
Kentucky unit is here, Mr. Frank Lebus, who is right behind you. 
I don’t know whether he has a statement he wants to submit for the 
record or not. If so this would be a fine opportunity 

The CuatrMan. Do you, Mr. Lebus? 

Mr. Lesus. No, sir. Thank you. I think it has been pretty well 
covered. 

Senator CLEMENTS. He has been a wool grower and handler for a 
number of years. 

The CHarrMan. If there is nothing further, we will meet in execu- 
tive session on the call of the Chair 

(Whereupon, at 4:15 p.m., the committee adjourned, subject to the 
eall of the Chair.) 

(Additional statements filed with the committee are as follows 


Batavia, It Fel ’ 19. 19 
Senator AIKEN, 
Chairmen, Senate Agriculture ¢ 
Ner ) B q 

Our association representing 22 wool dealers Michiga Wisconsin, South 
Dakota, Illinois, Indiana, Ohio, Kentucky, Tennessee, Missouri, lowa, and Nebraska 
who annually handle wool from approximately 100,000 wool growers in this area 
strongly urges the enactment of S. 2911 These w« yrowe! we serve are 
presently producing about one-third of the total wool raised the United Stat 
We believe the method of price support contemplated by rage 
these owners of small flocks to increase their productio ‘hey have been dis 
couraged by the unnecessary stockpiling of wool under the present wool-support 
program and the fact that the wool has not freely entered consumption through 
the regular trade channels at normal market prices We feel that the increased 
production of wool is a vital part of national security and it passage of S. 2911 
would assure the increase so badly needed 

CHuicaco Mipwest Woot! RADE ASSOCIATION 
SraTEMENT FILED BY LEE R. Lyon, M. Lyon & Co., Kansas City, Mo., 
FEBRUARY 2, 1954 
This letter is being written to present to vou the views of M. Lvon & Co 


respect to the new wool support pian 


M. Lyon & Co. is a partnership, located in Kansas ( VMo., dealing in wor 
We are large dealers and handle a sizable proportion of the clip from Missouri 
Kansas, Oklahoma, Nebraska, and Colorado. We also handle vool from 
New Mexico, Utah, Wvoming, Texas, Arkansas, and lowa M. Lv & Co. has 
been doing business since 1870 here in Kansas City We are presently storir 
several million pounds of CCC wool in our warehouse Wools ean be store 
here in the Midwest at a modest profit, although we understand that storage 


unremunerative in the East M. Lyon & Co.’s profit p I pract i 
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affected by the Government program Handling wools for the CCC, we do a 
somewhat larger volume at a somewhat smaller margin, but our overall net is 
unchanged 

The large amount of office work involved in handling wools for the CCC would 
cause us to prefer to handle wools in the open market. However, our primary 
interest in the formulation of a wool support program is to see to it that what- 
ever program is finally approved will promote the extension rather than the con- 
traction of woolgrowing flocks in the United States. 

Wool is a highlv strategic material not replaceable by present synthetic fibers 
for military purposes. It was with this in mind that the goal for wool production 
was set under the present act at 350 million pounds per vear. Our present pri 
duction is something under 230 million pounds per year. 

Therefore, the primary objective of any wool program must be the increase of 
our dome stic wool production The second Vital consideration is the cost of such 
a program to the Government 

[t is our opinion that the proposed Benson program would be far more expensive 
than the present program and would at the same time tend to reduce severely the 
number of pounds of wool produced in this country each year. 

The Benson plan is a political peculiarity since it bears a marked similarity 
to the Brannan plan proposed during the Truman administration. May we 
review the recommendations of the Benson wool program? 

1. Prices of domestically produced wool be permitted to seek their own 
market level. 

2. Direct payments be made to domestic producers, sufficient when added 
to the average market price for the season, to raise the average return per 
pound to 90 percent of parity. 

3. Each producer receive the same support payment per pound of wool, 
rather than a variable rate depending upon the market price he had obtained 

1. Funds to meet wool payments be taken from general revenue within 
the amount of unobligated tariff receipts from wool. 

Here are some of the arguments advanced by those who advocate acceptance 
of the Benson wool plan. 

1. Commodity Credit Corporation presently owns 100 million pounds of 
support wool, even though the United States is a net importer of wool. 

2. Certain of these wools are showing some deterioration. 

3. The cost of storing this wool is approximately a million dollars a year. 

4. The cost of maintaining the support program is substantial. 

5. When the open market is lower than the loan value, the present program 
interferes with free marketing of wool. 

May we discuss the validity of these arguments? 

1. There is a 100-million-pound backlog of commodity loan wool. Just 
how much wool is 100 million pounds? Well, it is approximately a 7-week 
run for our mills. In other words, the present stockpile is considerably less 
than we would like to have on hand should a national emergency arise. 

4 common mill complaint is that this backlog of wool is hanging over the 
market and preventing a market rise. This is just nonsense. The CCC has 
consistently and steadfastly held the price of its stockpile at well over the loan 
value While mill interests have been complaining that the Commodity holdings 
were hanging over the market, they have at the same time been actively engaged 
in attempting to convince the Commodity that it should place its backlog for 
sale on the market at lower prices. 


Might it not be far more sensible to look for a new and better way to dispose 
of this CCC stockpile than to scrap a support program which we know is presently 
ain the price of domestic wool at a reasonable level? 


operating to maint 
2. It is true that in a verv, very few cases, Government wools have been 
allowed to deteriorate in storage. The answer to this is obviously to provide 
proper storage for wool Under the old purchase program which operated 
from 1943 to 1948, it was demonstrated that wools if properly stored, car 


be kept for at least 5 years without showing any appreciable deterioration 


Under the new program warehousing regulations have been tightened New 
chemical sprays have been developed for moth prevention. Wools in M. Lyon 
& Co. warehouses are moth free, show no sign of deterioration. This is true of 


wools stored properly throughout the country. 

3. The cost of storing our present stockpile of wool amounts to only 
about one-third of a cent per pound on our yearly clip. This is an exceedingly 
small tab and might be lessened considerably by a workable solution to the 
problem of disposition of our stockpile, if this is considered desirable 
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4. Obviously any support program will entail certain costs be te on 
opinion that the present support program will cost only a small fraction of 
what the proposed plan would cost. We believe that the information which 


has so far been presented, with respect to the cost of e proposed s 
program, is entirely misleading 
First off, the Commodity Credit Corporation last vear actual ssued support 
on only about 18 percent of our domestic clip Che other 82 percent of our do- 


mestic clip was disposed of in the open market at prices ¢ 
loan value, due to the fact that the open market was effectively supported at, or 
above the loan value, by the issuance of support on only 18 recent of the elip. 


jual to and above the 


‘ i}? } 
Kighty-two percent of the clip was dispose 1 of at no cost whatsoever to the 
ernment, at prices above these which would have bee 
plan. As a matter of fact, the loan was applied « 
were unattractive to buyers 
Keep in mind that, under the present program, cooperatives i dealer 
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cepting wool on consignment can be strong holders of t ir customers wool. 
With a support floor to fall back on, consignment marketers can seek the highest 
market at little risk to the grower Operations by these re rations ean be 
more aggressive and a firmer open market maintained ( t ler a 4 
program violent market fluctuations have disappeared to the benefit of all seg- 
ments of the industry 

The most outspoken proponents « f the new wool plan are the eastern mill 
interests Obviously they favor the new plan because it w 1 allow them to 
buy their wool at much cheaper prices Chey would be al e domestic 
wools at even greater discounts under the world market for y | than at present 

Take last year as an example. Under the proposed new program every single 
woolerower in the United States would have received a support check from the 
Commodity Credit Corporatio Under the present rat Gove t 
support expense was incurred on only approximately 18 percent of the ¢] 

Far more serious, growers under the new plan (even after receiv their Gov- 
ernment check) would have netted far less for their wool tha ( ab ) 
net this year. 

Why so? 

Che loan value for domestie wools is and has been f { pa ple of years, 
substantially under the price of comparable wools in for I irkets | other 
words, the domestic market even at loan values is ber eape market 
available to domestie mills. Even at this, our dome c s did t piek p 
quite a hundred pereent of last year’s clip Trading was ry tig ind prices 
at no time rose to much more than ) percent above the L 

Had there been no loan value last vear and had the mar nal 18 peres »f ie 
clip been foreed into the market, it is our opinion that the market would have 
leclined very, very substantially As a matter of fact, we believe that a 20- 
to 30-percent decline would have been entirely within the range of possil 

In other words, the loan forced buvers to pav somewhat over the loan value in 
order to secure wools which they were st buying for less money than the same 
wools could be purchased for anywhere else in the world 

Hence, under the present support program in 1953, 18 percent f the growers, 
vho put their wool under loan, netted the support price for their wool. Eighty- 


two percent of the growers netted at least the support price, or in most cases over 
the support price for their wool in the open market 

Had the new plan been in effect ir 1953, we believe that rrowers woul 1 in no 
cases have netted even the loan value for their wools and the cost of bringing 
the growers net up to 90 percent of parity would have been many, many times as 
great as it was under the present program. 

We do not believe that it is even remotely possible that funds for the type of 
support proposed by Mr. Benson could ever be met by unobligated tariff receipts 
from wool. Funds would have to come in large quantities from other sources, 
or more probably the support price on wool would have to be reduced substantiallv. 
Furthermore, a manufacturer’s tax, if proposed as a source of revenue to meet 
these payments, would simply injure the wool’s competitiv 
vate the situation. 

5. Unquestionably the present program does involve some interference with 
free marketing. The proposed program, however, would present som 
lems equally difficult to face. In the first place, wool would tend to channe] it- 
self through illegitimate handlers rather than established legitimate personnel. 
There would be a terrific policing job in order to prevent invoices from show- 
ing sales of larger poundage of wool than was actually disposed of. Further- 
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more, the incentive to produce a good quality, light shrinking wool would be 
almost entirely removed. Since the same payment is to be made to produc- 
ers of all types of wool, it would only make sense for producers to move their 
flocks into arid regions and to see to it that the fleeces contained the highest 
possible percentage of soil. 

Here is a problem which we must face squarely. There is no question but that 
support of wool prices entails a number of difficult and unfortunate problems 
The Benson plan is an attempt to return to free marketing of wools which all of 
us agree would be desirable. Unfortunately, however, free marketing and support 
do not go hand in hand. It is our belief that the proposed plan would eventually 
result in far fewer wool-producing flocks in this country as the result of reduction 
in parity values, forced by insufficient funds to provide full support 

It appears to us that it is much more sensible to begin with the present program 
with its imperfections and to revamp it to eliminate the faults which we all 
recognize, or else, if increased production of wools is not desirable, to scrap the 
wool-support program entirely. 


SaLtt Lake City, Uran, January 22, 1954. 
Hon. GEORGE AIKEN, 
United States Senate. 


Hon. Currrorp R. Hope, 
House of Representatives, Washington, D. C. 

GENTLEMEN: As chairman of the Senate and House Committees on Agriculture 
and Forestry, I am taking the opportunity of enclosing a copy of a letter dated 
January 8, 1954, to Secretary Benson relative to my conclusions and recommenda 
tions on price supports, incentive payments, etc., on sheep, lambs, cattle, and 
wool 

It is my further conclusion that an adequate incentive or flexible support price 
payment be made direct to the producers of livestock which will obviate costly 
handling expenses by the Government. It is my understanding that the Gov- 
ernment incurs heavy losses when it handles and owns any agricultural com- 
modity such as wheat, corn, etc. 

Therefore to avoid these losses it would be to the best interests of the Govern- 
ment to pay any support price direct to the producer. If the Government must 
take a loss on a support-price program, it should take the cheapest way out 

In the case of livestock, parity prices should be based on production costs and 
remain in effect during the marketing period of the yearly livestock crop. Pro- 
duction costs could be ascertained from income-tax data reported by the 
producer 

I am also enclosing a memorandum dated September 10, 1953, which pertains 
to amendments deemed necessary to the Aiken-Thye bill S. 2548, which is in- 
tended to clarify and specify procedures to be used by the Secretary of Agriculture 
in administering grazing resources of the national forests. 

In this regard, I am also sending to you, under separate cover, some additional 
material relative to forest legislation. Our family sheep enterprise has probably 
expended more money and time in combating illegal forest service rules and 
reg ‘lations than any other person or persons in the livestock industry 

The amendments contained in the enclosed memorandum contain the same 
information as printed on pages 156-158 of the transcript of the hearing at Salt 
Lake City on September 15, 1953, before the Committee on Agriculture and 
Forestry, United States Senate, 83d Congress (S. Res. 127). Other statements 
filed on behalf of the Smith family of Salt Lake City may be found on pages 
151-156 which also pertains to administration of national forests. 

Your respective committees have done a very good job and we have confidence 
that you gentlemen will go your utmost to relieve the desperate situation of the 
livestock industry. 

tespectfully yours, 
M. A. Smrra. 

P.S.: With respect to wool, I highly support recommendations for an increase 
in tariff rates and proposed new parity basis, and that a flexible or incentive sup- 
port price be paid direct to producers. 


(Memorandum on 8S. 2548 mentioned above is on file with the com- 
mittee. The letter to Secretary Benson is as follows:) 
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SaLtt Lake Ciry, Utan, Jar 8 19 

Personal Conclusions and Recommendations o Price Supports, Incentive 

Payments, etc., on Sheep, Lambs, Cattle, and Woo 
Hon. Ezra Tarr BENSON, 

Department of Agriculture, Washington, D. C 

My Dear Mr. Benson: I am taking the opportunity of outlining my recom 
mendations relative to the subject, as per your recent letter inviting individual 
livestock operators and woolgrower and cattlemen associations to present their 


views in the matter. 

I personally want to thank Mr. C. Kyle Randall of the USDA Market 
Service for his very kind letter of December 28 thanking m« rr the papers cor 
taining previous suggestions. These papers, I am sure, will prove i: :por 
future reference. 

As a lead-off I want to say that livestock producers and packers are suffering 
financially because of the decline in market prices of meats. On the other hand 
numerous industries are earning high net profits as substantiated by annual 
corporate and stock market reports. Many industries continue to give wage 
increases to employees as a result of these increased earnir 

Here are my recommendations 

1. It will require at least an additional 9 to 10 cents per pound for fat 
lambs at the loading point over the average price of 18 cents in 1953, to pro- 
vide reasonable earnings on capital investments 

Fat lamb prices were below 18 cents per pound on tl 
country-loading points during September and October 1953 
that it costs 2 cents per pound to market fat lambs on the ¢ 
and 18 cents per pound at the loading point will 

Fat western range lambs are sold on the market in mixed grades, bulking 
principally in Prime and Choice finish but contain a small portion grading 
Good. Range lambs classed as Commercial and Utility are put into feed- 
lots until finished in one of the three top grades 
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Numerous groups of cattlemen feel that 30 e¢ er pt d for Prim 
grades, 25 cents to 27 cents for choice 25 cents for Good grades I 
required at the country loading points 

Cutters and canners should be considered as unfit for human consumption 
and should be used for fertilizer, dog food, ete., unless edequetely fed to a 
higher grade. The United States has always had a surplus of the better 


grade meats 
2. We must insist on some type of adequate incentive price or flexible 
support price for livestock and wool, until an adjustment can be made on 
all commodities. Any incentive or support program is a benefit to consumers 
As long as surplus cattle are marketed, the price of all other meats decline, 
which creates the need for support 
Support prices on basic livestock feeds have raised costs of livestock 
production and this together with increased overhead costs—ls.bor, machin- 
ery, supplies, ete.—has caused us to suffer financially and we ere continuing 
to do so; hence, another reason for requiring support intil an adjustment 
can be made on all commodities 
Our family hes a beckground of 100 vears in the livestock business, my father 
and mother having established it in 1854 I have been in the livestock business 
since 1896. Therefore, I firmly believe that I am qualified to submit these 
recommendations. 
The food producers should not be ¢ xpected to take the burden of all relief from 
other industries. 


In 1942 prices of dressed meat were frozen by the Government In 1943, 
there was a rollback in price to consumers with a compensating subsidy to packers, 
but the net to the producer remained stationary Ceilings were imposed on lamb 


and mutton in 1943, and after the war, feed costs and labor costs continually 
advanced, and of course, we heave the present situation 
In the case of the feeder, as feeding costs rise, he ce.n try to buy his feeder le.mbs 
cheaper and therefore try to control the profit on his operation, but if by so doing 
he puts his supplier out of business, in this case the western grower, he is only 
penalizing himself in the long run 
I highly appreciate the opportunity of writing in this reg>rd and believe the 
information pre sented should have serious consideretion to enable livestock 
operations to continue in business 
tespeetfully yours, 
Moroni A. SMITH. 
Xx 





